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An Industrial Research Department 


By D. E. CHAMBERS 


Assistant to the Director, Research Laboratory, General Electric Company 


S THE basis for this description of an 
organization of an industrial re- 
search laboratory, I shall use the Re- 
search Laboratory of the General Electric 
Company, not only because I am familiar 
with it but because the Laboratory has 
contributed since it was established in 
1900 significantly to the development of 
the company and the nation. 


MANY LABORATORIES 


The problem in connection with the 
management, engineering and development 
of products is to obtain directness and 
freedom of action, without conflict. To 
this end the company is organized as an 
association of small businesses; each has 
full authority to carry on its day-to-day 
work in sales, engineering, engineering de- 
velopment and manufacturing, and is sub- 
ject to higher executive guidance and 
check only on broad matters of policy and 
performance. Manufacturing is carried on 
in many works, large and small, together 
with the associated engineering and de- 
velopment work. Several diverse lines may 
be manufactured in one works. 

In addition to the various engineering 
and factory divisions within a works, each 
works maintains separate inspection and 
testing divisions and a works laboratory 
which are responsible to the works mana- 
ger for the acceptance of incoming mate- 
rial and for the mechanical and perform- 
ance acceptability of the various products 
manufactured. 

The works laboratory performs service 
functions as requested by the various 
divisions, such as laboratory-type tests of 


1Address delivered before the round-table ses- 
sion on “Role of Technical Research in Product 
Development” at the 262nd Meeting of Tue 
ConrerENcE Boarp at the Waldorf-Astoria 
Hotel in New York City on September 21, 1944. 


incoming material, laboratory tests for con- 
trol of processes, and calibration of in- 
struments. It also carries on develop- 
ments to crystallize into practical form, 
for the divisions of its own works, certain 
new devices, materials or processes based 
upon research which usually has been 
carried on by another laboratory. 
Although the company’s products are 
diverse in type, many technical unknowns 
of fundamental character are common to 
them and basic technical research of broad 
scope is needed which in the long run 
will benefit the whole company. As it is 
a separate department acting only in an 
advisory capacity, the Research Labora- 
tory can take a more detached view, and 
can sometimes gain a better perspective of 
the company’s major problems since it is 
relatively free from commercial consider- 
ations and production requirements which 
in any well-ordered business must take 
precedence over experimental needs. Fur- 
ther, it has greater mobility. Since it is 
not tied down to steady responsibilities it 
can quickly shift its attention and con- 
centrate its energies, and truly emergency 
problems can be attacked in force. 


LEADERSHIP 

In the work of a laboratory, as in every 
other organized human activity, the fore- 
most factor in success is leadership. The 
director’s leadership should spring not only 
from requisite technical knowledge and 
business judgment, and ability to recog- 
nize accomplishments and understand in- 
dividual problems, but also from a devo- 
tion to scientific truth and an infectious 
enthusiasm which transmits itself to 
others. Then an esprit de corps is inevit- 
able and will enforce success when success 
is‘at all possible. 

The spirit of a laboratory should be the 
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spirit of teamwork. In some of the early 
Germany laboratories and, indeed, in some 
of the laboratories of this country, secrecy 
and what might be termed the “compart- 
mental plan” prevailed. Each man worked 
behind locked doors and only the director 
knew what each was doing. Such a sys- 
tem forfeits the greatest advantage an or- 
ganization can have over an individual 
worker, the cumulative factor of team- 
work. If each man’s knowledge is freely 
available to all the others, the total out- 
put should rise not in arithmetical pro- 
portion to the number of workers but in 
some geometrical ratio. 

No plan or system can displace leader- 
ship in fostering teamwork, but there are 
things that can help or hinder its growth. 
Everything is helpful that serves to ac- 
centuate the community of interest of the 
whole staff, to foster a free interchange 
of ideas, or to subordinate selfish indi- 
vidual interests. Frequent group meet- 
ings of those working on similar or re- 
lated problems are desirable to report 
progress and to elicit discussion and sug- 
gestions. Informal consultations should 
be encouraged, and each man taught that 
when his work leads him on to ground 
unfamiliar to him and better known to 
some other member of the staff, he should 
promptly seek the other’s advice or help. 
Thus thoroughgoing team play is achieved. 


RECOGNITION 


Bonuses for inventions and other con- 
spicuous recognitions of individual achiev- 
ment should be awarded sparingly, if at 
all, for they may be conducive to secret- 
iveness and jealousy and destructive to 
teamwork. Bonuses may also be unfair, 
in that researches or developments of 
equal importance and requiring equal abili- 
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ties for their successful conduct may be 
very unequal in the opportunities they 
offer for invention. Work in any new 
field is practically certain to result in 
many patentable inventions, while the 
chance of invention is comparatively small 
in a field which has been intensively cul- 
tivated. Meritorious work should usually 
be recognized in salary alone. If a com- 
pany’s policy includes a_ profit-sharing 
bonus, the share should be largely based 
on the contributions of the whole depart- 
ment to the company’s welfare, and the 
relative amounts of the individual pay- 
ments should not materially distort the 
salary scale. 

The chances for a research man to be 
placed in charge of a sizable group are 
very much smaller than for. a man of 
comparable ability who works in an en- 
gineering department. Further, what may 
be brilliant research may seem for ex- 
tended periods to yield little in the way 
of tangible results, whereas most engineer- 
ing endeavors may be judged over rela- 
tively short intervals. Thus, compensa- 
tion should be based on the contributions 
of the researcher over a substantial period 
relative to his opportunities. 


GROUP SYSTEM 


The laboratory organization is based on 
the group system, with each group built 
around and directed by one of the abler 
and more experienced men. The best size 
for each group depends on the character- 
istics of its leader, but is generally small. 
Some of the ablest research men have 
single-track minds and are at their best 
when they can concentrate exclusively on 
a single problem. Such a man can advan- 
tageously direct only as many assistants 
as can be effectively utilized on the prob- 
lem at hand. Often the most useful as- 
sistant is one who is adaptable or recep- 
tive rather than one possessing great origi- 
nality and aggressiveness. A research man 
is only rarely found with mentality suffi- 
ciently detached and versatile to be able 
to direct. and contribute effectively to a 
number of simultaneous researches. Such 
a man can successfully supervise a large 
group or several groups, and the more 
originality his assistants possess the better. 

The director of the laboratory should 
have full authority in the choice of prob- 
lems, for he has the responsibility for the 
laboratory’s success. The wise choice of 
problems is one of the two controlling fac- 
tors in that success; the other is the ability 
with which the chosen problems are at- 
tacked. He will be able to trust most of 
the heads of the research groups to select 
the problems in their special fields wisely 
and he should simply encourage the excep- 
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tional research men to work on the prob- 
lems in their fields that interest them most. 
The director should obviously have full 
informati of his company’s plans and 
outstandi.g commercial, technical and 
manufacturing needs, and adequate chan- 
nels for such information should be pro- 
vided. Usually, the director should be an 
officer of the company to insure close con- 
tact with company policies and clear un- 
derstanding by the management of his 
aims and methods. 


FINANCIAL RETURNS 


It is not to be expected that research 
will yield immediate financial returns. 
Some investigations have been continued 
for years and have cost hundreds of thou- 
sands of dollars before ultimate success 
was reached and liquidation of the expense 
through profits begun. 

Neither is it to be expected that every 
research will prove profitable. In fact, 
unless the experimental failures outnumber 
the successes, one may usually conclude 
that little real research work is being car- 
ried on. In most investigations it becomes 
necessary in time to decide to abandon 
them. Knowing when to stop is next in 
importance to knowing when to start. 
Many a laboratory has had experience 
with a line of research work which con- 
tinued so long, with constant promise of 
success but without ever reaching it, that 
the wisdom of its discontinuance became a 
perennial question. Perhaps the best cri- 
terion is to forget the past labor and ex- 
penditure and to ask oneself whether, with 
one’s present knowledge, the problem looks 
so promising that one would initiate its 
investigation were work on it not already 
in progress. If the answer is “No,” then 
the work should be promptly discontinued, 
for in research, as in other ventures, it is 
folly to throw good money after bad. 

The successful researches must pay for 
the failures, and in general this is possible 
only through the patent protection ob- 
tainable on new developments. Were it 
not for the patent system, most of the 
urge for an industrial concern to maintain 
a research laboratory would not exist, for 
no corporation however wealthy could af- 
ford much of the great expense of research 
if its results, soon after they were com- 
mercially developed, could be copied by 
competitors at the bare cost of reproduc- 
tion. To obtain patent protection, ade- 
quate laboratory records must be kept. 
Many laboratory workers tend to forget 
that a patent interference, determining 
the rights to an important invention, may 
be won or lost on the adequacy of labora- 
tory records, and they tend to forget that 
the full significance of day-to-day results 
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may not be realized until much later. A 
research man who fails to make such rec- 
ords of his work is as faithless to his em- 
ployer as a hired mining prospector would 
be if he became so interested in his valu- 
able discoveries that he omitted to stake 
out his claim. 

Laboratory records should include both 
original data and reports. Original obser- 
vations should be entered daily in a note- 
book or log, duly dated and witnessed. 
This is the primary record. But that rec- 
ord may usually be clarified and strength- 
ened by periodic reports summarizing the 
progress of the work. 

While the preparation of reports is irk- 
some to most research men, the privilege 
of writing papers for presentation before 
scientific and technical societies is usually 
eagerly sought, and should be actively en- 
couraged by the laboratory management. 
At times commercial or patent consider- 
ations dictate a delay in publication, but, 
subject to such reasonable postponements, 
the laboratory should insist on a corporate 
policy of free publication of laboratory re- 
sults. Nothing less is fair to the research 
workers. They should receive great good 
from contact with their fellow members in 
the technical societies, but they cannot ex- 
pect to receive without giving, and their 
standing with their fellows is measured by 
the worth of their contributions. In con- 
sequence no laboratory deserves or should 
expect to retain the best men if it does 
not make it possible for them to receive, 
through publication of their work, the rec- 
ognition in scientific or technical circles 
that is their due. 


FACILITIES 


Of prime importance to a research labo- 
ratory are adequate facilities. These 
should be provided with the objectives in 
view of best utilizing the time and energy 
of the research workers and of providing 
them with the best available means for 
extending the frontiers of their knowledge. 

One of the facilities is a good library. 
It is one of the essential tools that will be 
much used if it covers broadly the tech- 
nical field. 

A laboratory should be located as close 
as possible to the factory or factories it 
serves. Proximity promotes understand- 
ing of factory problems, facilitates the in- 
vestigation by the laboratory of factory 
processes, renders the factory facilities 
conveniently available for the making of 
certain special apparatus for laboratory 
use and for trying out laboratory findings 
on a semiproductive scale. Proximity in- 
vites recourse to the laboratory by operat- 


ing personnel for help with their prob- 
lems. 
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But as far as possible the laboratory 
should be self-contained with respect to 
its shops. Further, the laboratory shops 
should be operated so that the needs of 
the research men are promptly satisfied. 
The need is to speed up the research, to 
utilize fully the comparatively rare cre- 
ative abilities of the research men and to 
obtain results which may be marketed 
more quickly. 

The laboratory should be self-support- 
ing as far as accounting can make it so. 
That is, the laboratory expenditures 
should as far as possible be assessed 
against the cost of the specific apparatus 
that benefits from the work, and liquidated 
in factory cost of that apparatus, rather 
than carried as an overhead expense of the 
company. This insures that a more near- 
ly true cost picture is provided for each 
product. Direct allocation of laboratory 
charges is helpful to the director as a con- 
tinuous check on the economic justification 
of each line of work. If the department 
receiving the charges accepts them cheer- 
fully, it is assurance that the expense of 
that investigation is well justified. 

Every laboratory should operate on a 
budget system. Too much itemization of 
the research work should not be required, 
however, because as initial work pro- 
gresses, far greater possibilities may be re- 
vealed than could possibly have been 
foreseen and substantial expansion of the 
work may be warranted, or it may prove 
disappointing and lead to a total cessation 
of the investigation in its early stages. 


RESEARCH TO REALITY 


The methods of insuring the prompt in- 
troduction of laboratory results into fac- 
tory process or product are important con- 
siderations. In companies where the 
director of research is also chief engineer, 
the matter is simple. Laboratory findings 
may immediately be translated into tech- 
nical instructions, binding on the factory. 
But the General Electric Research Lab- 
oratory is an independent department 
and therefore it is to be expected that the 
problem is sometimes more difficult, par- 
ticularly when something radically new in 
process or product is involved. In fact, 
salesmanship is often necessary. But just 
as any salesman’s job is easier if he thor- 
oughly understands his customer’s prob- 
lems, has kept the customer informed of 
developments which may affect the cus- 
tomer’s product and market, and has built 
up respect for his own ability, judgment 
and integrity—so the laboratory’s sales 
job is made easier if it follows the same 
policies. This means that laboratory per- 
sonnel should be members of the appro- 
priate company technical committees, and 
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should welcome and seek opportunities to 
act as consultants, that the laboratory 
should act as a training ground for certain 
of the company’s technical personnel and 
that laboratory reports should reach the 
appropriate groups in the operating divi- 
sions. It means that the laboratory’s 
work is appropriately geared to the com- 
pany’s long-range program. 

Of great aid in connection with the in- 
troduction of processes and certain new 
products are the various Works Labora- 
tories which are often willing and able to 
take research results and quickly translate 
them into forms usable in the operating 
divisions. And similarly, the engineering 
development groups are generally recep- 
tive. 

Several means are used for initiating 
transitions. The office of the Research 
Laboratory’s Executive Engineer has the 
responsibility of being familiar with the 
company’s organization, facilities and prin- 
cipal personnel on the one hand and with 
the research projects and their status on 
the other. He has the responsibility of 
initating recommendations that projects 
be taken up by another division of the 
company and be terminated in the Re- 
search Laboratory. 

The Executive Engineer is aided in this 
work in various ways. For example, sev- 
eral of the operating departments of the 
company have divisions which are respon- 
sible for the sale of laboratory or miscel- 
laneous products in the fields of their de- 
partments. The work of these divisions 
brings their members into close touch with 
the research and _ other laboratories. 
Through these contacts, these men be- 
come familiar with the products and by- 
products of the work of these laboratories 
and are then able to visualize the applica- 
tions to the problems of their customers. 
When an application becomes apparent, 
action is taken to interest the appropriate 
engineering and manufacturing divisions. 

However, should transitional channels 
fail, it may be necessary for the laboratory 
not only to embark on the engineering 
development of its research results but 
even to manufacture for a time in small 
quantity to demonstrate the merits of its 
product. Such manufacturing may be car- 
ried on within the laboratory itself, if the 
necessary facilities can be provided eco- 
nomically, or the laboratory may tempo- 
rarily take charge of a section of a factory 
department. Our laboratory has on vari- 
ous occasions resorted to each of these 
measures. 

QUALITY OF STAFF 
Good researchers seem to be born, not 


made. First-class research men are much 
rarer than first-class engineers. Research 
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and engineering require different aptitudes 
for success, and the mental attitude re- 
quired is wholly different. 

The successful engineer is the type that 
likes to deal with certainties, to utilize 
materials whose properties he knows and 
has confidence in, and to produce from 
them concrete results in new structures, 
new devices. For economic reasons, he 
must be a devotee of standardization. 
Optimism and imagination are of value to 
him, but they must be sternly ruled by 
sound judgment. 

On the other hand, the research man 
has outstanding scientific curiosity and is 
primarily interested in the unknown. He 
seldom has the patience to carry a new 
idea through to a finished design. The ex- 
ceptional is an inspiration to him and 
when he finds it he seeks to develop its 
peculiarities to the fullest extent. The re- 
search man’s imagination should be of 
the philosophical type to enable him to 
coordinate his observations into hypothe- 
ses for experimental verification or dis- 
proof. There is no vocation in which op- 
timism is more essential than in research; 
it is easy to think of many reasons why a 
proposed experiment would be futile, but 
the man who makes the discoveries is the 
man who goes ahead and tries it just the 
same; optimism is to research what vita- 
mins are to the animal organism. Of 
course, there are more common virtues 
such as intellectual honesty, clear think- 
ing, industry, resourcefulness, and _per- 
severance, which should be possessed by 
both the engineer and the researcher. 


NATIONAL BENEFITS 


Research as a part of the General Elec- 
tric Company’s activities has been thor- 
oughly justified. It has provided much of 
the new knowledge from which new prod- 
ucts have grown and from which the old 
have been made better and less costly; 
and because it is an integrated part of the 
company’s activities, the benefits of the 
results of research have the more quickly 
been made available to the public. 

Whatever profit a corporation may make 
from any successful research, the public 
always gains far more. As examples, con- 
sider the far-reaching benefits of the in- 
candescent and fluorescent lamps and the 
hermetically sealed refrigerator. The pur- 
chasing public profits directly, while the 
whole nation’s business profits indirectly 
in peacetime by the strengthening of the 
position of American industry in inter- 
national competition. And it is in a large 
measure because of the strong position 
American industry has achieved in inter- 
national competition that victory will be 
achieved in this war. 
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Allocating the Civilian Supply 


XECUTIVES representing 165 cor- 
porations have reported during the 
past month to THe Conrerence Boarp 
the extent to which civilian output has 
increased and the atmosphere in which 
business may expect to operate during and 
after the period of reconversion. 
Civilian output has increased in the past 
six months in over one-fourth of the com- 
panies replying. About half of the in- 
creases have been substantial, particu- 
larly in the industrial machinery and of- 
fice equipment industries. The continuing 
pressure of war demands is high-lighted 
in the paper and textile industries, which 
report declines in the percentage of civil- 
ian production in the past half year. Sixty 
per cent of the companies replying indi- 
cate that the relative share going to civil- 
lans remains unchanged. 


TREATMENT OF ORDERS 


In accepting orders, one company con- 
siders “the past history of the account 
in question, the attitude of the account 
toward our products, changes in popula- 
tion and industrial activity, and future 
prospects for the development of business 
for our brands.” 

On the matter of filling orders accord- 
ing to date of receipt, a company states 
that it has refused to allow “customers 
to place postwar orders at the present 
time at prices and terms prevailing at the 
time of delivery” because “it would be 
unfair to both the customer and our- 
selves. In the event we are not permit- 
ted to resume manufacture of peacetime 
products as quickly as some of our compe- 
titors .. . our distributors will have to do 
all that they can to procure merchandise 
. . . To expect them to sit back because 
an order has been placed with us and 
await our resumption, which might be six 
months to a year later, is not realistic. If 
we placed orders for raw materials on the 
basis of orders received, we, in turn, would 
be misleading the raw material supplier 
in the event of cancellations on us.” 

This executive goes on to say that his 
company proposes to deliver first to dis- 
tributors in territories where it had the 
strongest market in prewar days and 
will turn any surplus production over to 
distributors in territories which have been 
“fn and outers.” The company admits 
“that such a method is not what might be 
called scientific,” but feels that it will pro- 
duce “the best results.” 


Although the majority will take into ac- 
count average prewar bookings of custom- 
ers, a few companies will fill orders on 
the basis of priority of booking. This is 
considered particularly necessary in the 
automotive equipment, industrial machin- 
ery, machine tool and other heavy equip- 
ment industries where products are built 
to a customer’s specification. Three com- 
panies are taking into consideration the 
postwar sales plans of the companies plac- 
ing the orders and four are analyzing the 
relative need of their customers. 


By keeping “in rather close contact with 
the inventory positions and current needs 
of our customers,” writes one of the ex- 
ecutives, “we are able to allocate our 
production more or less in proportion to 
actual needs so that all of our regular, and 
some of our new, customers receive ma- 
terials in approximate proportion to their 
requirements. We are doing our utmost 
to establish ourselves with those accounts 
which we feel will continue to purchase 
from us when materials are free.” 


ORDERING TOO MUCH 


Overordering, inventory inflation, and 
widespread cancellations such as occurred 
at the end of World War I are not likely 
in the consensus of the companies report- 
ing. A notable exception of this feeling 
of confidence is expressed by the textile 
industry where overordering is feared by 
half of the correspondents. 


Steps suggested to prevent overordering 
include allocations on the basis of prewar 
business, close contact with customers, 
cash deposits, no-cancellation clauses and 
limitations on dealers’ stocks. Allocation 
or partial filling of orders might, however, 
increase the practice of overordering, ac- 
cording to one executive, rather than cut 
it down. 


In general, the replies show that indus- 
try is not worrying about the problem of 
postwar inventory inflation. A fairly typ- 
ical belief is “that the market will be able 
to absorb everything we can produce for 
several years.” As an important manu- 
facturer of special types of industrial ma- 
chinery comments: 


“We really do not feel that there 
should be much overordering after the 
end of this war. After World War I, 
industry was left with a considerable 
amount of capital for expansion and 
also for investment in _ inventories, 


whereas during this war most industries 
have been renegotiated and repriced to 
such an extent that, with the cost of 
labor and worn-out plants, they will 
watch their dollar very carefully to see 
that they spend it in the right place. 
This will naturally not be conducive to 
overbuying unless some particular in- 
dustry wishes to commit suicide.” 


A producer of lead, zinc and allied prod- 
ucts believes that there will be some ex- 
cessive ordering but that it will not re- 
sult in a serious situation. Actually inven- 
tories may decline from present levels 
rather than be built up, in the opinion of 
an important manufacturer of plastics. 
“In most cases our customers are carry- 
ing inventories,” he says, “that would 
have been sufficient for two to four 
months’ operations in 1939, when, because 
of our habitual service, they seldom had 
inventories of more than two to three 
weeks.” 


On the other hand, a company in the 
textile industry reports that “even after 
we discontinue allocation of our produc- 
tion, we would certainly keep a firm hand 
on acceptance of orders in unusual quan- 
tities. We feel this way because a re- 
cent survey through one of our national 
chain connections reveals that their stores, 
if allowed to order our materials, would 
buy stock that would amount to about 
five years’ prewar buying in order to get 
their stocks back to normal.” 


RELAXING CONTROLS 


Several executives brought up _ the 
question of whether controls should be 
eliminated immediately after the wartime 
necessity for them ceases to exist. One 
executive, in advocating speed in relaxing 
controls, believes that “there has been a 
woeful lack of realization in many depart- 
ments of the war agencies of the time lag 
in engineering reconversion, rehabilitation, 
replacement, and expansion of facilities. 
Prompt permission to spend money and 
use a fair amount of manpower on the 
necessary preliminaries will materially re- 
duce the reconversion period.” 


In agreement is another executive who 
believes that controls should be quickly 
released, particularly in the heavier in- 
dustries, since “there are many concerns 
who desire machinery that might represent 
the first element of what is necessary for 
postwar production.” 
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An executive in the paper industry ap- 
proaches the question of controls more 
cautiously, declaring that “removal of pro- 
duction and price orders should not be 
based on the cessation of hostilities but 
on resumption of a normal balance of sup- 
ply and demand, normal conditions being 
defined as the existence of a free mar- 
ket for the commodities involved.” 

A representative of small industry be- 
lieves that some plan of allocating raw ma- 
terials is going to be necessary in the 
postwar period if small companies are go- 
ing to compete with larger plants. He 
declares that his company has had great 
difficulty in getting small quantities from 
suppliers. “If some control or allocation 
plan is not used in the postwar period,” he 
continues, “we will probably be unable to 
obtain the steel that we need. Undoubt- 
edly, this is true in the case of a great 
many other small concerns. This leads us 
to believe that some allocation program 
must certainly be used to enable small 
plants to compete with the larger plants 
in the rush for raw material.” 

Another small company is worried about 
the order in which plants will be allowed 
to reconvert: 

“We are studying our position very 
carefully today to determine that spot 
in the next few months when we will 
return to the manufacture of items for 
civilian production. It is our intention 
to continue in our war work just so long 
as we can be of service in the items that 
we have been supplying. And while we 
have no wish to slide out from under 
our responsibilities ahead of other man- 
ufacturers, we do not intend to be the 
last to leave the field of manufactur- 
ing war products.” 


HIGHER PRICES EXPECTED 


Seven companies out of ten expect that 
prices after the war, assuming no controls, 
will be higher than those immediately pre- 
ceding the war, and one company out of 
ten expects that its price advance will be 
25% or greater, Only eight companies ex- 
pect lower prices after the war. The main 
reason given for increased prices is the 
rapid advance in wage costs, although a 
few companies also mentioned the in- 
creased tax burden. One of the latter 
says: 

“As far as we are concerned, we do not 
expect to make any substantial changes in 
the prices for our standard products after 
the war. We say this without knowledge 
of competitive conditions in the postwar 
period. It may be that competition or 
decreased markets resulting from economic 
dislocation will dictate some price reduc- 
tions which are difficult to evaluate be- 
cause of the unknown factor brought in by 
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corporate taxes. Certainly, if corporate 
taxes remain at the 1944 level we will not 
be able to make any reduction in the 
prices at which we sell our products, for 
we would not be able to. maintain our 
over-all operations at a profit.” 

Another company is already warning its 
customers that it reserves the right to in- 


crease its prices as soon as controls are 
lifted. 


“In our opinion prices should be gen- 
erally higher after the war than im- 
mediately preceding it. If the Little 
Steel formula is broken, there would be 
an absolute necessity. Unless the OPA 
is terminated or makes some arrange- 
ment whereby we may adjust our prices 
to suit conditions, what business we do 
will be at a loss. We are putting out 
notices with our quotations that should 
the OPA control be done away with be- 
fore an order is shipped, we would re- 
serve the right to increase the price not 
to exceed 15% to cover cost due to 
changed conditions.” 


Cyclical Inevitability 


A third discusses prices from the 
cyclical point of view: 


“Periods of prosperity generally in- 
crease labor costs and material prices. 
Demands for greater remuneration are 
usually in evidence in such periods and 
are partially satisfied with the spread 
of belief that a new era has arrived and 
is in continuing prospect. The progress 
of prosperity from the new era to the 
old error is a repetitive tale, but with 
variations to suit the temper of the 
times, and this one will not be too novel, 
even with the strains of making enlarg- 
ing emissions of governmental debt (and 
credit) workable until the crack-up.” 


DURABLE GOODS 
Abrasives and Asbestos: Civilian De- 
mands Increasing 


“Our civilian business has not yet in- 
creased substantially although from now 
on the increase may be more rapid.” . . . 
“We are still devoting the greater part 
of our facilities to manufacturing products 
for war and essential industries. How- 
ever, increasing demands are being made 
upon us by a great many of our civilian 
customers.” . . . “Within the past month 
we have had a few strictly war contracts 
canceled which involved the manufacture 
of items that are not sold to the trade. 
The material that we have sold to civilian 
customers has been required almost en- 
tirely for essential repair and replace- 
ment.” .. . “We are not able to trace the 
ultimate use of our products.” 

“We plan to allot available supply on 
the basis of percentage of orders received, 
taking into account average prewar busi- 
ness.” . , . “We have allotted tonnages to 
each branch on the basis of the amount 
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shipped during the past few years.” . 

“By the time civilian business comes to 
us in large volume, we believe we shall be 
m a position to serve our customers ade- 
quately without establishing any special 
priority system.” .. . “We expect to be 
able to make complete delivery of the 
maximum demand of all our customers.” 

“Assuming no controls, we believe prices 
may be approximately 10% to 20% higher, 
depending upon competition. Whether 
manufacturing inefficiencies can be elimi- 
nated quickly enough to maintain the 
present level of prices is a real problem 
ahead. Costs have increased substantially 
since prices were quoted and some of these 
increases will have to be reflected in the 
price structure.” 

“We can get along with the prices now 
established although in a number of items 
changes of 5%. to 10% will have to be 
made.” ... “I-do not see any indications 
of price changes for our product within the 
next year or two.” 

“We do not believe there will be much 
overordering by our customers unless they 
are influenced by the threat of inflation. 
Reviewing carefully all orders received, 
checking them with past records, and hon- 
est reporting by salesmen and sales en- 
gineers in the field might to some extent 
prevent overordering.” .. . “We antici- 
pate a certain amount of overordering but 
not so much as at the end of World War 
I, and believe that it will correct itself 
shortly after we are in position to make 
prompt shipment.” 


Aircraft and Equipment: Still 100% 
War Work 


“No civilian production will be possible 
until the war in Europe is over. Even 
then a very great percentage of our pro- 
duction will remain in war goods.” .. . 
“No civilian business has been contem- 
plated although we hope to continue 
after the war to produce similar products 
for civilian use with prices somewhat low- 
er than now prevailing.” . . . “The selling 
price of our products will be about the 
same as before the war.” . . . “Orders be- 
ing received daily for postwar deliveries 
are placed without knowledge'of what our 
postwar product will sell for.” . . . “In- 
creased efficiency in manufacturing pro- 
cesses has more than offset the increase in 
labor costs.” 


Automotive Equipment: Higher 
Postwar Prices 


“Our civilian business has not substan- 
tially increased.” . “Approximately 
24% of our total dollar volume in 
March of this year was for civilian 
consumption. In August, the figure 
was 39%.” .. . “Before July we were 
allocating goods on the basis of prewar 
volume. Since then we have ceased allo- 
cating and are now running about ninety 
days behind in deliveries; we will periodic- 
ally cancel all back orders.” . . . “Assuming 
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no price controls, the prices of our stand- 
ard products will be about 25% higher 
after the war.” . . . “We will probably in- 
crease original equipment prices from 25% 
to 50%.” . . . “We do not believe that 
there will be overordering in our industry. 
We are pretty well aware of the amount 
of material which can be sold by our cus- 
tomers and we are in contact with them 
constantly.” . . . “We are very much 
afraid that our customers will overorder. 
Our salesmen are required to check jobber 
stocks every six months and return sur- 
pluses to the factory.” 


Electrical Equipment: No Change in 
Civilian Production 


“The products of our industry are still 
in very critical supply and very little has 
been allocated for other than essential 
use. There has been some increase in util- 
ity business but not in any great volume.” 
. .. “Our production is still 100% directly 
or indirectly for the war effort.” . . . “Ow- 
ing to the critical manpower shortage, 
the civilian proportion of our business has 
not increased in the past six months.” 
..- Our civilian business has been limited 
to repair parts.” 

“We intend to allocate our products to 
former customers on the basis of their pre- 
war purchases.” 

“Assuming no controls, prices on our 
standard products should be higher.” . . 
“There has been a reduction in prices for 
our products averaging from 10% to 20% 
as a result of large-scale production. Prices 
will probably have to be raised back to 
the prewar level when civilian business is 
again undertaken.” . . . “We expect prices 
to remain at about the present level, or 
perhaps slightly higher.” . “Prices 
for our standard products will be about 
the same after the war as before.” ... 
“Prices of standard products should be 
higher after the war, but are likely to be 
lower because of increased capacity in the 
industry. I doubt that industry will 
have the same amount of inventory infla- 
tion as in the period after World War I.” 
... Our product is not likely to be sub- 
ject to double ordering because of the 
special nature of each installation.” 


Foundries: Overordering Already Hap- 
pening 


“The completion of some government 
orders allowed about a 25% increase in 
civilian production in the past six months.” 
... A fair approximation of the increase 
in our civilian business in the past six 
months would be 8% to 10%.” .. . “We 
are still entirely on war work, three shifts 
and overtime.” . . . “We still operate 100% 
on war business.” 

“We expect to allot production on the 
basis of average prewar business.” .. . 
“We are allotting our available supply on 
the basis of average prewar business plus 
our ability to take care of new outlets in 
territories not covered before.” . . . “We 
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shall not have any problem in filling the 
demands that may be made upon us.” 
“Granted no controls, prices should be 
somewhat higher; they will be still higher 
if wage rates are increased.” . . . “In our 
opinion, prices for our standard products 
after the war will be about 25% higher.” 
. . . “The prices of our standard products 
after the war will be about 20% higher 


than in 1938-39.” . . . “Presumably the in- 
crease will be somewhere between 10% 
and 20%.” 


“We feel that overordering by our cus- 
tomers has already taken place. It should 
be counterbalanced by keeping in close 
touch with the situation and reducing pro- 
duction schedules when the market has be- 
come saturated.” . . . “We are in the 
durable goods field and normally there is 
much more capacity available than de- 
mand for products.” 


Industrial Machinery: Order of Book- 
ing Deciding Factor 


“We have not been able to trace any in- 
crease in civilian production. Our ma- 
chines are all sold on priority.” . . . “Our 
civilian business has not increased because 
under the limitation order 85% of our 
output is allocated to the military serv- 
ices. The 15% remaining for civilians will 
probably be increased sometime in 1945.” 
... “We have had a visible increase but 
it is too vague to be estimated as yet.” 
. .. “Our civilian business has increased 
about one-third in the past six months ow- 
ing primarily to the fact that materials 
used in production are somewhat easier to 
obtain.” . . . “Our civilian business has in- 
creased about 40%.” . .. “Our civilian 
business has increased about 50% in the 
last six months. As a matter of fact, it 
was increasing considerably before that 
time as a result of the gradual relaxation 
of priorities on this type of equipment. 
We are making promises of deliveries in 
five months.” 

“The allocations to civilians are at pres- 
ent made by WPB. If in the future this 
responsibility is turned back to us we will 
allocate the machines on the basis of 
a prewar five-year sales pattern modified 
to some extent by changes in the mar- 
ket.” . . . “In our planning for normal 
civilian demand, we are studying postwar 
market requirements and taking into ac- 
count to a limited extent prewar de- 
mands.” .. . “We will protect the needs of 
our prewar customers first.” .. . “The na- 
ture of our business does not permit us to 
allot available supply to customers other 
than on the basis of the date on which 
orders are received.” . . . “We have a file 
of postwar or deferred orders and it is our 
intention to fill them in the order in which 
they are received.” 

“Our direct manufacturing costs have 
increased an average of 60%. We antici- 
pate an increased volume without a cor- 
responding increase in sales and adminis- 
trative expenses. Without controls our 
prices will be 30%-40% higher. . . . “Prices 
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will have to be somewhere between 15% 
and 25% higher.” . . . “In our opinion, 
prices should be generally higher after the 
war.” ... “Our sales prices should be in- 
creased somewhere between 10% and 15% 
in order to give us a fair return on our 
efforts.” . . . “We would want to adjust 
our prices approximately 10% to reflect in- 
creased costs and to take care of errors 
which existed at the time prices were 
frozen.” . . . “Prices should be higher be- 
cause production will be small but it will 
be hard to do other than maintain our 
present price schedule.” 


“We do not expect any great amount 
of overbuying.” . . . “We are very careful 
in accepting orders to base them on defi- 
nite plans of our customers. We do not 
expect inventory inflation nor widespread 
cancellation for several years.” .. . “After 
the war we will not accept any orders 
which are subject to cancellation.” . 
“We have refused to accept orders for 
postwar delivery.” 


Iron and Steel Products: Large Post- 
war Demand 


“There has been no appreciable increase 
in the civilian proportion of our business. 
Although our standard products have 
more than tripled in volume, they are be- 
ing used almost 100% for war purposes.” 
. .. We have not had any letup in war 
business.” . . . “Any cancellations from 
government service agencies that we have 
had have been replaced by other con- 
tracts.” ... “Our old peacetime activities 
are still a closed chapter so far as we are 
concerned.” . . . “Our civilian business 
has increased about 30%.” ... “The 
civilian proportion of our business has in- 
creased approximately 25% in the last six 
months.” 


“All our standard products are shipped 
on rated priorities and CMP allocations.” 
... “We have adequate capacity in our 
overexpanded plant to take care of all of 
our prewar business. The only restraint 
will be the allocation of materials by the 
WPB.” . . . “In general our shipments to 
customers are based on their average pre- 
war business with us.” . . . “We have no 
formula for allotting business but weigh 
prewar business and present needs of 
users heavily.” . . . “The earliest or most 
urgent business will be taken care of first, 
both in war work and peace work.” 


“On the basis of today’s costs, our sell- 
ing prices can be anywhere from 10% to 
25% higher after the war.” . . . “The cost 
of our standard products will be approxi- 
mately 10% to 20% higher.” . . . “Cost 
of production of standard products will 
probably be from 10% to 15% higher. 
Selling prices depend upon competitive 
conditions, particularly in the automotive 
industry.” . . . “Our prices will doubtless 
follow steel prices. Our guess is that they 
will be about the same or will not rise 
more than 5% to 10%.” . . . “The aver- 
age cost of labor has risen about one-third. 
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This would indicate that our retail prices 
will have to increase somewhat on the 
same basis.” . . . “We do not expect any 
changes of consequence in our prices.” 

“We do not believe there will be a 
scramble to obtain our postwar products 
immediately after the end of World War 
II.” . . . “Dealers and distributors will go 
like a flock of sheep—either ordering noth- 
Ing or rushing to put their inventories in 
good shape. There is not much that a 
manufacturer can do to control such a 
situation.” . . . “There is not much danger 
of overordering by our customers. We fear 
possible cancellations at the end of Eu- 
ropean hostilities if there should be any 
substantial temporary recession in our 
customers’ volume of business.” . . . “We 
believe that customers will overorder in 
the immediate postwar period but they 
will not accumulate inventory of our type 
of product, as the market will be able to 
absorb everything we can produce for 
several years.” 


Lumber Products and Furniture: Civil- 
ian Production Unchanged 


“The civilian portion of our business has 
not increased in the past six months.” 
.. . ‘Even indirectly we believe there has 
been no change in the quantities which 
ultimately went to either civilians or the 
Armed Forces.” . . . “We are limited by 
directives and cannot at present produce 
any of our peacetime products.” . . 
“After taking care of war business any in- 
crease in available supply to customers will 
be handled on the basis of orders placed.” 

“Based on cost, prices for our standard 
products will be approximately 15% to 
20% higher.” . . . “Prices for our standard 
products will not be higher unless there are 
increases in wages which we do not antici- 
pate at this time.” .. . “In our opinion 
prices for our standard products will be 
controlled for some time after the war. 
If not, they may go lower temporarily but 
after five or six months I think they will 
go higher.” ; 

“We do not expect overordering as we 
habitually make surveys of our field of dis- 
tribution and practically allocate our 
manufactured products.” . . . “The dis- 
tribution end of our industry is fully ad- 
vised of the dangers of overstocking.” ... 
“We can gauge from prior volume and cur- 
rent conditions whether a customer is over- 


ordering.” 


Machine Tools: Overordering a Minor 
Danger 


“No civilian business has been received 
in the last six months.” . . . “Our civilian 
business remains about the same; namely 
10% civilian and 90% war business, di- 
rectly or indirectly.” . “A general 
loosening has occurred and more main- 
tenance is being done. War-end use for 
1943 probably was 85% and at present 1s 
15%.” .. . “We have no way of knowing 
what percentage of our tools is used by 
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manufacturers of civilian goods. Our guess 
is that it is now increasing.” 

“We are not allotting our product to our 
customers. Although we do have a back- 
log of unfilled orders, there is no pent-up 
demand that has gone unsatisfied during 
the war.” . . . “We are governed by a 
War Production Board directive and must 
have priority on all orders.” . . . “We are 
planning to fill our orders on the basis of 
the order of booking.” 

“Our prices will have to be in the neigh- 
borhood of 15% to 20% higher after the 
war. Wage rates have gone up about 
40%. We must either raise prices or re- 
duce wages or continue to get enough busi- 
ness at present prices to absorb the higher 
wage rates.” . . . “When the war ends, 
prices for our products naturally would in- 
crease due to higher prices for materials, 
labor and manufacturing, probably about 
10% to 15%.” 

“I think machine tool prices will be in- 
creased unless there is an enormous vol- 
ume, without which it would not be profit- 
able at present prices.” . . . “We hope to 
maintain our present level of prices.” . . 
“Prices should be generally the same with 
a tendency to be lower.” 

“We do not expect overordering. Busi- 
ness will be wary, particularly if the 
threat of continued bureaucratic controls 
continues to haunt it.” . . . “We believe 
there will be adequate supplies of our 
products reasonably soon after the war is 
over.” ... “Taxes and renegotiation have 
depleted cash surpluses to such an extent 
that we cannot subscribe to the theory 
that overordering will take place in ma- 
chine tools.” . . . “There may be some 
overordering by customers although there 
is much less danger of this for our type of 
product than for less expensive and more 
perishable items.” 


Steel Producers: Scramble for Orders 


“The civilian proportion of our business 
has increased very little during the past six 
months.” . . . “We do not have any civilian 
business on our books. We are being 
pressed, however, to place such business on 
our books.” . . . “There has been a reduc- 
tion in the backlog of orders owing to 
fewer orders being placed for war materi- 
als; yet there are now orders for delivery 
into the first quarter of next year.” ... 
“We plan to allot our product on the basis 
of average prewar business, provided the 
demand is in the same proportion that it 
was in prewar times. We will have to use 
our judgment in making these allotments.” 
... “It is our plan to’ allot tonnage to our 
customers based on prewar business.” . 
“Should war orders be canceled immedi- 
ately, there would be quite a scramble 
in the steel industry to secure orders 
from customers. The domestic demand for 
steel could probably be supplied by 50% 
of the productive capacity of the indus- 
tr ete 

oe will be necessary to increase general 
steel prices from 25% to 30% when con- 
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trols are removed and so-called ‘war sweet- 
eners’ are out of the picture.” . . . “If labor 
costs continue after the war substantially 
as they are now, we expect our prices to 
be higher.” . . . “If wages or other costs 
go up, higher prices will have to follow.” 
. . . “We believe prices will remain about 
the same as before the war.” .. . “If the 
government regulation of prices is with- 
drawn and there is an oversupply of steel 
capacity, it probably will not lead to an 
increase in price but to a softening in the 
market.” 

“Since there is a large vacuum to be 
filled, I do not think there is a great deal 
of danger of inventory inflation between 
V-E day and the time of final victory.” 
... “There probably will be overordering 
by customers.” .. . “There no doubt will 
be a scramble to obtain postwar goods. 
We expect to check carefully with our 
customers to prevent oversupply to one 
customer at the expense of another.” .. . 
“We do not believe there will be any 
overordering because we do not anticipate 
any great shortage of our product.” .. . 
“When users of steel appreciate that war 
requirements are a thing of the past, we 
do not anticipate there will be any over- 
ordering, as there will be an ample supply 
for all ordinary purposes.” 


NONDURABLE GOODS 


Chemicals: Considering Population 


Shifts 


“During the past six months practically 
our total output has been converted to 
civilian production. Military requirements 
have been on the decline since August, 
1943.” . . . “We have been able almost 
to double the supply available for civilian 
use during 1943 and the first half of 1944.” 
... Approximately 90% of our manufac- 
turing operations throughout the war pe- 
riod have been directed to materials con- 
sumed by the civilian population. There 
has been no change in the past six 
months.” 

“We plan to allot available supply on 
the basis of average prewar business with 
allowance for shifts in population.” .. . 
“We will no doubt mostly allot on the 
basis of 1939-1941 business.” . . . “We are 
allotting our product on a basis which is 
almost equivalent to our sales during 
1942.” .. . “We endeavor to allot civilian 
supplies on the basis of the percentage of 
orders filed with allowance for prewar 
business.” . . . “We are able to keep in 
rather close contact with the inventory 
positions and current needs of our custom- 
ers. 

“Prices will be perhaps 15% to 20% 
higher due to increased costs of materials 
and labor.” . . . “Prices after the war will 
be about 10% higher.” . . . “Prices for 
standard products will be generally higher, 
but certain classes such as those having 
a considerable proportion of fatty oils will 
undoubtedly be lower in price, since they 
will be in greater supply.” . . . “We do not 
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expect to make any substantial changes in 
prices after the war, although it may be 
that competition or decreased markets re- 
sulting from economic dislocation will 
dictate some reductions.” . . . “We contem- 
plate no change in prices.” .. . “As Jong 
as demand keeps up, prices will not likely 
be reduced.” . . . “Prices of our products 
will be 10% to 12% lower.” 

“Allocation of our products will be nec- 
essary even after they are available in 
more plentiful supply owing to the natural 
tendency of some of the ‘smart boys’ to 
overorder.” . . . “I do not think there will 
be any overbuying in our particular field. 
Rapid turnover is essential. Anyone who 
appears to overbuy will have his orders cut 
down at our discretion.” . . . “We do not 
anticipate overordering by our customers 
unless there is a serious threat of price 
increases.” 


Food: See No Price Rise 


“There has been no increase in civilian 
business in the past six months.” . 
“Civilian business has not increased appre- 
ciably.” . . . “Most dairy products are 
available for civilians in about the same 
or less quantity.” . . . “We do not have 
any plans for allotting supply among our 
several customers. Until now, we have 
been able to keep our customers supplied, 
although at times deliveries have been 
slow.” . . . “We plan to allot supply on 
the basis of prewar business.” . . . “Such 
allotting as is necessary in this industry 
is generally based upon prewar averages.” 

“Our prices after the war will remain 
the same.” .. . “Prices for our standard 
products will remain as they have been 
all along. Early in the war we were able 
to make one general reduction in prices 
and we are still maintaining that level.” 
... “Unless farm prices decline, there will 
probably be no change in selling prices.” 
... “There may be some tendency to over- 
order after the war. We plan to limit 
stocks to one month’s supply.” 


Paper: Drop in Civilian Business 


“During the past six months, our pro- 
portion of civilian business declined be- 
cause of WPB directives calling for an in- 
crease from 20% to 35% in the produc- 
tion of our industry to be made available 
to government purchasing agencies.” .. . 
“The government is buying more and more 
paper.” . . . “Civilian business has de- 
creased.” 

“As military orders decrease, preference 
generally will be given to regular custom- 
ers.” ... “If necessary to allot, it will be 
done on the basis of average prewar busi- 
ness.” . . . “Allocations of available ton- 
nage have been made to our customers on 
monthly quotas for the past eighteen 
months. The figures are arrived at by a 
study of the purchases and sales perform- 
ance of distributors during the last two 
years prior to our entrance into the war.” 
... We are still allotting and at the mo- 
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ment the percentage would be less than 
50% of the prewar business placed by our 
customers.” . . . “We are at present allot- 
ting our tonnage for civilian business on 
the average of business in 1941.” .. . 
“We are allotting our available supply in 
proportion to customers’ purchases dur- 
ing a base period of 1939 to 1943.” 

“In our opinion, our prices will be 20% 
to 25% higher after the war.” .. . “Prices 
after the war in Europe will presumably 
be somewhat higher, probably 10%.” . . . 
“Tf prices are not controlled, it is possible 
that they will increase to offset increases 
in costs and will be maintained at a high 
level until supply and demand are prac- 
tically equal.” .. . “Assuming costs re- 
main the same, prices will be approxi- 
mately the same.” 

“Postwar overordering seems highly un- 
likely in our industry. Unimportant but 
observable debasement of quality has been 
necessary and buyers are likely to purchase 
cautiously in order to take advantage of 
betterments in quality as they are devel- 
oped.” . . . “We believe that inventory in- 
flation is not a hazard in this industry.” 
... The only way of stopping overorder- 
ing is for mills to prevent accumulation of 
inventory.” ... “If we should have a post- 
war boom like the one in 1920, we would 
probably accept no orders for shipment 
further ahead than thirty days.” 


Shoe and Leather: Prices May Soar 


“Our civilian production remains about 
the same as six months ago and a year 
ago.” .. . “We have not yet been able to 
increase our civilian production as we are 
still about 60% on government work, but 
we expect to start on a new schedule in 
about a week, owing to a reduction in the 
amount of government work.’ . . . “Civil- 
ian business has not increased during the 
past six months.” . , . “We are allotting 
our customers approximately 70% of their 
average prewar business.” .. . “Until WPB 
restrictions are released to an extent that 
our production equals or exceeds the de- 
mend, we intend to allocate shoes to our 
customers monthly on an average prewar 
basis.” . . . “We are giving customers 
from 60% to 80% of the 1941 allotment.” 


“Assuming no price controls, prices 
would skyrocket owing to the world short- 
age of hides. Prices might double, with 
consequent effect on our finished material. 
It is to be hoped, however, that some 
measure of price control may continue for 
a little period.” . . . “The cost of our 
standard product will be approximately 
30% to 35% higher. If controls are re- 
moved, it is difficult to determine the ad- 
vance which probably would take place.” 
. . . “Prices for our standard products 
would be 10% to 15% higher owing to 
uncontrollable increased costs of labor and 
material.” . . . “Prices would likely be 
higher.” . . .We expect to limit orders to 
merchandise available for delivery after a 
limited time.” 
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Textiles: Government Business Up 


“There has been a decrease in our civil- 
ian business in the past six months owing 
to a large extent to diversion of looms to 
special types of government cloths.” .. . 
“During the past six months our over-all 
production has dropped about 20%.” . 
“Our production available for civilians has 
declined about 10%.” . . . “We have done 
a little more civilian business in the past 
six months but for the rest of this year 
that percentage will decrease as the Army 
is calling for heavy shipments for the next 
three months.” . . . “There has been no 
increase in civilian business.” . . . “Civil- 
ian business has increased about 50%.” 
. . . ‘Civilian business has increased 33% 
due to obtaining of neoprene elastic 
thread.” 


“After government contracts are filled, 
we do not believe it will be necessary to 
allocate merchandise.” .. . “We are allo- 
cating civilian goods on a percentage of 
1942 purchases.” . . . “We are allotting our 
product on the basis of average prewar 
business.” . . . “Available production is 
allocated to regular customers on a per- 
centage of production basis against aver- 
age prewar business.” . . . “We have had 
some civilian supplies right along and have 
tried to allot them according to prewar 
business with allowance for difference in 
growth of communities.” 


“We expect our prices to be 30% 
higher.” . . . “If price controls are removed 
and no changes in costs or volume take 
place, prices would increase approximately 
25%.” . . . “Prices for our products after 
the war will be approximately 20% high- 
er.” ... “Considering the labor increase as 
having changed the cost during the war, 
prices should be from 10% to 15% high- 
er.” . . . “Our prices are going to have 
to be higher than prewar if we are not to 
lose money when volume drops to nor- 
mal.” . . . “Our staple merchandise prices 
should stay about the same. In semi-lux- 
ury and luxury items, there probably will 
be a tendency to have lower prices.” . . . 
“Our prices for standard products will be 
changed only nominally depending upon 
the cost of textile fibers.” 


“I do not anticipate much of a scramble 
for merchandise in our industry.” . . . 
“Even after we discontinue allocation of 
our production, we would certainly keep 
a firm hand on acceptance of orders in 
unusual quantities.” . . . “Doubtless, there 
will be some overordering but we would 
not anticipate it immediately following 
V-day because the people who buy the 
goods in this industry are going to be 
aware that the enormous capacity that 
has been devoted to government goods will 
be available for civilian goods, and the 
first tendency will be to hold back on or- 
ders to see what develops.” 


Crype L. Rocrrs 
Division of Business Practices 


October, 1944 
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Tax Relief: Business Cycle Basis 


HE Bureau of Internal Revenue has 

recently listed thirty-four industrial 
groups which are tentatively excluded 
from relief under the business cycle provi- 
sion of Section 722. Yet it is on this very 
basis that 103 out of 338 corporations re- 
porting to THe ConrereNce Boarp have 
applied for relief. For thirty-four of the 
103 corporations the business cycle provi- 
sion appears essential if relief is to be had 
at all. 


Of the remaining sixty-nine companies, 
thirty-one indicate that this provision is 
secondary or nonessential to the prosecu- 
tion of their claim, while the other thirty- 
eight give no clear indication of the sub- 
section under which they think relief is 
most likely to be given. 

The thirty-four companies may be clas- 
sified into the following groups: 


Iron and steel and their products 

Factory and other industrial machin- 
ery 

Electrical machinery and equipment 

Stone, clay and glass manufacturing 

Textiles 

Leather products 

Transportation equipment 

Paper® 

Publishing 

Shipbuilding 


Six of these groups are among the indus- 
trial groups which the Bureau has tenta- 
tively determined were not depressed in 
the base period 1936-39 because of a vari- 
ant profits cycle. The Bureau’s list in- 
cludes: 


Agriculture and related industries 

Metal mining 

Bakery products and confectionery 
manufacturing 

Canned food products manufacturing 

Sugar manufacturing 

Nonalcoholic beverage manufacturing 
(soft drinks) 

Liquors (alcoholic) manufacturing 

Tobacco and products manufacturing 

Silk and rayon goods manufacturing 

Carpets, floor coverings, etc., manu- 
facturing 

Clothing and apparel (not knitted) 
manufacturing 

Knitted materials and products manu- 
facturing 

Rubber and rubber goods manufactur- 
ing (including tires and tubes) 

Paper, pulp, and products manufac- 
turing 

Printing and publishing and _ allied 
industries 

Petroleum refining 

Fertilizers manutacturing 


Stone, clay, and glass manufacturing 

Motor vehicles and accessories manu- 
facturing 

Agricultural machinery and equip- 
ment manufacturing 

Factory machinery manufacturing 

Electrical machinery and equipment 
manufacturing 

Office equipment manufacturing 

Aircraft and parts manufacturing 

Radios and parts manufacturing 

Shipbuilding and repairing 

Electric light and power 

Radio broadcasting 

Telephone and telegraph 

Water transportation and related ac- 
tivities 

Retail trade 

Motion picture theaters 

Motion picture producers 

National, state, and private banks, 
savings banks, and loan and trust 
companies 


The industrial classifications in both lists 
above are very broad, and in most of 
them are included a number of separate 
industries which cannot be assumed to 
have followed similar trends. 

A list of taxpayers who have already 
been granted excess-profits tax relief under 
all provisions of Section 722 has also been 
released by the Bureau. The industrial 
classifications of the corporations that 
were granted relief are by contrast much 
narrower than the others, as shown in the 
following list: 


Asphalt shingle, and roll-roofing man- 
ufacturing 

Automotive transportation equipment 
manufacturing 

Baking 

Bridge terminal, lunch counter, news- 
stand drug store, etc. 

Brush and liquid polish manufactur- 
ing 

Brush fibers and tutatex pad manu- 
facturing and dealing 

Cheese processing 

Cigarette paper manufacturing 

Citrus fruit juice and soda fountain 
syrup manufacturing 

Coal mining 

Coal stripping 

Contract drilling 

Die castings and die machines manu- 
facturing 

Druggists’ sundries manufacturing 

Electric sanding machines manufac- 
turing and selling 

Electric specialties and hardware 

Electrical contracting 

Furniture manufacturing 

Glass manufacturing 

Glass manufacturing: flat drawn win- 
dow glass 


Hair and wool sheet felt and wheels 
manufacturing 

Hosiery manufacturing 

Hydraulic compressed-bundle and 
scrap-steel manufacturing 

Laundry 

Lime producing 

Limestone - tale - marble and barytes 
fillers mining and grinding 

Marine transporting 

Metal-working machinery, including 
machine tools 

Milling machines and replacement 
parts, general jobbing, etc. 

Motor carrier of freight, Class 1 

Newspaper publishing 

Pail manufacturing 

Paper novelties 

Paper products manufacturing 

Petroleum: natural gasoline manufac- 
turing 

Petroleum: producing and refining 

Pine lumber and box-shook manufac- 
turing 

Pipeline constructing 

Plaster wallboard manufacturing 

Selling radio advertising and publishing 
radio station booklets 

Railway appliances manufacturing and 
selling 

Rotogravure processing 

Safety engineering and claim service 

Saw and planing mill, logging 

Ship repairing : 

Silica sand: mining and quarrying 

Steel and stainless products manufac- 
turing 

Tractor and accessory sales and service 

Wholesale glassware (fancy goods) 

Wine bottling and distributing 

Women’s sportwear manufacturing 

Wool brokerage, dealing, and top mak- 
ing 

Zipper manufacturing 


In releasing the list of the corporations 
to which relief had been granted, the Bu- 


reau qualified the industrial classification 


by stating that “the business in which 
taxpayer is engaged is that reported in the 
income tax return of the corporation for 
the taxable year or years involved; there- 
fore, it does not necessarily correspond 


with the business during the base period. 


In those instances where the return for 
the year involved failed to disclose the 


nature of the business, information from 
other sources was utilized. Moreover, since 


the nature of the business shown usually 
represents a general description of the pre- 
dominant business activity, it does not 
necessarily represent or reflect the business 
activity with respect to which an inade- 
quate excess-profits credit was estab- 


lished.” 
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Relief Granted under “Section 722’! 


Excess-profits credit before relief............. 
Increase in excess-profits credit claimed...... 
Increase in excess-profits credit allowed...... 
Gross reduction in excess-profits tax......... 


Taxable Year Ended| Taxable Year Ended Total 
Before 12/31/41 | 12/31/41 and After 
2,574,776 890,742 3,465,518 
2,775,606 601,531 3,377,137 
1,890,877 416,147 2,307,024 
399,535 158,897 558,432 
5,942 51,046 56,988 


Gross increase in income tax.............+5: 


The changes in the income and excess-profits taxes 
shown reflect the effect of the increases attributable to 
Section 722 in the unused excess-profits credit carried for- 
ward from prior taxable years as well as the effect of the 
increase in unused excess-profits credit carried back from 
subsequent taxable years to the extent that claims with 
respect to carry-backs and with respect to Section 722 were 
allowed within the same fiscal year. 

“While the decrease in excess-profits tax is directly re- 
lated to the increase in excess-profits credit allowed, a num- 
ber of factors serve to invalidate a comparison of the rela- 
tionship of these two items applicable to a corporation for 


The largest amount of gross reductions 
in excess-profits tax resultmg from these 
grants was $56,561. The totals for the 
fifty-nine corporations involved are shown 
in the table above.” 


PROOF OF ELIGIBILITY 


Most of the thirty-four corporations 
mentioning the business cycle provision 
as essential to their relief claims indicate 
the Twenties and Thirties as the period for 
which historical material was presented in 
support of their claims. One went back 
as far as 1912, two gave 1919 data, while 
the others began their data with 1920, 
1923, or 1936. All gave data through 1939, 
and some through 1942. The information 
provided did not indicate how these figures 
were used to prove eligibility to relief. 


CONSTRUCTIVE BASE PERIOD 


Corporations must prove as a part of 
the requirement for obtaining relief “what 
would be a fair and just amount repre- 
senting normal earnings to be used as a 
constructive average base period net in- 
come for the purposes of an excess-profits 
tax.” According to the regulations, a tax- 
payer may demonstrate that a specific pe- 
riod of three or more years represented 
normal earnings. There are some reasons 
for believing that the Bureau will subse- 
quently amend these regulations to require 
a corporation asking relief to average a 
longer period of earnings including the 
years 1936-39. But there is as yet no in- 
dication of the type of data that will be 
required in developing constructive base 
period net income. 

For example, it is still controversial 
whether it is appropriate (1) to take the 
actual earnings of a period of years and 
use the average of these years; or (2) to 
reconstruct operating statements for the 
base period, depending on the sales data 
for prior years and using base-period cost 
data; or (3) compute ratios of profits to 


1Similar data are available for each of the 59 corporations 
which received relief. 


different taxable years or to different corporations for the 
same taxable year. Among the most important factors 
affecting this comparison are (1) increase in excess-profits 
tax rates, (2) changes in rate structure from a graduated to 
a flat rate system, (3) effect of unused excess-profits credits 
of prior and subsequent years attributable to Section 722, 
(4) variation of provisions applicable to fiscal years, (5) limit- 
ation of excess-profits tax to the amount by which 80% 
of net income exceeds the income tax, applicable to certain 
taxable years, and (6) relation of excess-profits before the 
application of Section 722 to the increase in excess-profits 
credit allowed.” 


net worth in a “normal” period and apply 
this percentage to the net worth of the 
base-period years. Other methods or vari- 
ations have appeared, but these three have 
been most widely used or most authorita- 
tively advocated. 

The first of these methods was used by 
thirteen of the thirty-four corporations 
depending on subsection (b) (3) (A) for 
relief; the second, or variations of it, was 
used by fifteen; the other six gave no clear 
indication of the method that was used. 
Not one corporation applying for relief 
under subsection (b) (3) (A) or any 
other subsection used the third method. 


DEPRESSION PERIOD DATA 


Persons advocating that “normal” earn- 
ings should be computed by averaging the 
years 1936 through 1939 do so on the 
theory of that all phases of the business 
cycle would be adequately represented by 
inclusion of enough prior years. This 
thinking also precludes data prior to 1922 
since earnings before that date are con- 
sidered to have been unduly affected by 
World War I and could not therefore be 
classified as normal. 

But it is also doubtful whether any 
worker in the field of business cycles would 
classify the depression of the early Thir- 
ties as a normal depression—if, indeed, 
there is such a thing as a normal depres- 
sion. Earnings of that period were severely 
depressed for so long that their inclusion 
in computations of profits over a period as 
short as two decades can hardly be justi- 
fied by the theory that abnormal prosper- 
ity periods in those two decades were ade- 
quate to offset the abnormal effects of the 
depression. In the settlement of one of 
the cases covered by THe CONFERENCE 
Boarp’s survey, “normal” was determined 
by eliminating high and low years and 
averaging the others, a procedure which is 
an essential recognition of these facts. 

Since the basis for relief under discus- 
sion requires the demonstration of a cycle 


differing materially from the general busi- 
ness cycle, it is to be expected that cor- 
porations claiming relief will vary widely 
in their claims as to which years are nor- 
mal. No precise determination is possible 
under a legal provision of this nature. Of 
the thirty-four corporations already 
treated, eleven included data exclusively in 
the Twenties; two used data beginning in 
1920, or 1922 and carried through 1939; 
one used 1933 through 1936; and two used 
four-year periods which included 1929 and 
1930. 


DISPOSITION OF CLAIMS 


Only three of the thirty-four corpora- 
tions definitely depending on subsection 
(b) (3) (A) for relief reported any fa- 
vorable consideration. Two of them indi- 
cate that their Section 722 claims had been 
used to offset an additional tax claimed by 
the Bureau. In the other case, a refund 
was approved both by the local agent and 
by the Bureau in Washington. Here, “nor- 
mal” was computed by reference to the 
historical earnings of the corporation with 
elimination of all years which were sub- 
stantially higher or lower than the others. 
An average was taken of the ten remaining 
years. The claims of seven of the other 
thirty-one corporations were in such pre- 
liminary condition that no action could 
have been expected. On nineteen others 
no action had yet been taken. One had 
been withdrawn in anticipation of a dis- 
allowance and on another it was not clear 
what action had been taken. On three the 
claim had been disapproved on tLz ground 
that eligibility for relief had not been 
proved. (None of these last three has 
been appealed to the Tax Court.) 

In twenty-nine of the cases the claims 
amounted to over $75,000 and in three 
they amounted to between $20,000 and 
$75,000. Two corporations were asked to 
provide statistics which they consider im- 
possible to obtain since they involve com- 
petitors’ monthly statistics and industry 
statistics which are not available. 

One of the corporations cooperating in 
Tue CONFERENCE Boarp survey indicated 
that its claim was disapproved by the ex- 
amining agent on the ground that the 
railroad industry is declining. It seems 
questionable whether any such condition 
can be demonstrated conclusively for any 
industry by the use of data over a period 
of one or two decades, particularly be- 
cause in many industries it may be diffi- 
cult or impossible to distinguish between 
a permanent decline and a prolonged de- 
pression phase of a current cycle. 


Paut W. Et.is 
Division of Business Practices 
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Notes on Reconversion 


Of Time and Paper 


One ray of sunshine may conceivably 
shine on the harried businessman after V- 
day. The stream of reports, returns, peti- 
tions, analyses and claims flowing from 
executive offices to governmental bureaus 
may be reduced. 

Johns-Manville Corporation in its Oc- 
tober issue of “Stockholders’ News” states: 

“During 1943 Johns-Manville prepared 
and filed with various divisions of goy- 
ernment 71,588 reports and questionnaires 
—or roughly one every two minutes dur- 
ing every regular business hour of the year. 
This figure is more than two and one-half 
times that for 1942, when 27,198 reports 
were filed. 

“Reflecting in a large degree J-M’s in- 
creased efficiency in handling the reports, 
the cost to the company in time and 
money was, however, somewhat lower in 
1943. During that year, 97,452 man hours 
of work costing $146,000 were consumed 
in preparing the reports, compared with 
132,560 man hours and $192,500 in 1942. 

“The total cost of over one-third of a 
million dollars during the two years repre- 
sents 40 cents per share of common stock.” 


West vs. East 


One of the most startling recommenda- 
tions coming out of Washington in the last 
month was made by Senator Pat McCar- 
ran of Nevada, who suggested freezing for 
an indefinite period the new war plants 
and facilities in Massachusetts, Rhode 
Island, Connecticut, New York, New Jer- 
sey, Pennsylvania, Ohio, Michigan, Ili- 
nois, Delaware and Maryland. 

These eleven states accounted for 65% 
of the nation’s manufactures in 1939, says 
Senator McCarran, and if they are allowed 
to increase their peacetime facilities by 
the conversion of new war plants, there 
will be an even greater concentration of 
industry and wealth in this region, with a 
consequent stifling of opportunities for de- 
velopment in other areas. Huge western 
markets would drop out of existence as 
war plants were closed and western war 
workers would be forced to migrate east 
to find work. 

Senator McCarran would also encour- 
age new industries in other areas through 
preferential freight rates, government rec- 
lamation and hydroelectric projects, fed- 
eral aid, résearch and technological assist- 


ance, and the construction of a railroad 
connecting Alaska with the continental 
railroad system. 

Senator McCarran’s report was printed 
for the use of the Special Committee to In- 
vestigate Industrial Centralization, of 
which he is chairman. No member of this 
committee of seven senators comes from 
any of the states in which the “freezing” 
would take place. 


More Trucks 


Truck production quotas for the first 
half of 1945 have been placed at 26,179 
light-heavy trucks, 6,425 heavy-heavy 
trucks, and 19,980 light trucks, by a re- 
cent WPB authorization. Thirty-two com- 
panies will benefit, with heaviest produc- 
tion allotments going to the International 
Harvester Company, the Chevrolet Motor 
and G.M.C. Truck and Coach divisions of 
the General Motors Corporation, the Ford 
Motor Company, and the White Motor 
Company. 


Project Credit Plan 


The United States Plywood Corporation 
has announced the operation of an unus- 
ual plan designed to put small business- 
men returning from military service or 
war jobs back into the contracting busi- 
ness through providing credit to any qual- 
ified person who can use the corporation’s 
products for completion of a contract. This 
“Project Credit Plan” also extends cred- 
it, if necessary, to meet payrolls. 

Announcement of the plan was made by 
Lawrence Ottinger, President of the com- 
pany, who said: 

“The first thing which the returning 
soldier or the dislocated small merchant 
requires is credit. Since it is assumed 
that he will have little or no means at his 
disposal, he cannot present a financial 
statement, and therefore, he cannot obtain 
bank accommodation. For the same rea- 
son, he cannot obtain a line of credit for 
the purchase of merchandise or the funds 
necessary to pay labor. 

“Tf a man satisfies us that he is of good 
character, possesses or can command some 
skill in the use of our products, he may 
seek contracts from approved customers. 
We will then provide him with the mer- 
chandise and if necessary, the money 
needed to meet his payroll. The amounts 
to be. involved and the number of jobs he 
may take depend upon our judgment of 
his ability and the soundness of his pro- 


jects. To help him and insure ourselves 
we will lend him without charge, the help 
and advice of our staff architects and en- 
gineers. Once a contract has been se- 
cured the customer makes payments direct 
to the contractor as the work progresses, 
and we estimate that portion of each pay- 
ment which must be returned to us to 
coyer the materials supplied and the 
money advanced. The contractor acts as 
our agent in collecting such sums. 

“To avoid embarrassment to the con- 
tractor we do not reveal the assignment to 
his customer. 

“While the ‘Project Credit Plan’ has 
never been publicized by our corporation, 
we have had it in effect for sometime after 
the depressions of the 1930’s when we 
found many of our smaller accounts un- 
able to function. We found that the plan 
operated effectively. 

“We were able to rehabilitate a large 
number of small business firms and indi- 
viduals, and only in one case did we lose 
a substantial sum of money. In this one 
case, the contractor allowed the insurance 
on his plant to lapse, and it was totally 
destroyed by fire. Therefore, in future op- 
eration of the plan we saw that the proper 
insurance was in force where plant or 
equipment was involved. 

“Properly handled ‘Project Credit’ will 
not only effectively help the returning ser- 
vicemen and small business casualties to 
reestablish themselves, but it is sound pro- 
cedure which can be expected to yield a 
profit.” 


Termination Claims 


Regulation No. 7, released by Robert H. 
Hinckley, Director of Contract Settlement, 
includes a paragraph on the use of judg- 
ment in settlements of war contracts under 
Section 6(b) of the Contract Settlement 
Act of 1944. This section requires each 
contracting agency to establish suitable 
methods and standards for determining 
fair compensation. Although several pos- 
sible bases are suggested, any other equita- 
ble basis deemed appropriate may be used. 
The regulation says in part: 

“The primary test of the methods and 
standards of settlement to be established 
by the contracting agencies pursuant to 
Section 6(b) of the Act is whether they 
provide fair compensation. Various meth- 
ods of determining fair compensation are 
to be developed. Fair compensation is in- 
herently a matter of judgment and there- 
fore incapable of exact measurement. In 
a given situation, more than one method 
of arriving at fair compensation may be 
appropriate, and differing amounts, within 
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the range of reasonable variations of 
method and sound judgment, may all be 
regarded as constituting fair compensa- 
tion. Cost and accounting data, like other 
criteria for judgment, are to be regarded 
as guides to the ascertainment of fair 
compensation, and not as rigid measures 
of it. Settlement by agreement is to be 
facilitated to the maximum extent feasible; 
and the amount of record keeping, report- 
ing, and accounting in connection with the 
settlement of termination claims is to be 
reduced to the minimum compatible with 
the reasonable protection of the public 
interest.” 


Spot Authorizations 


The “spot authorization” plan to return 
plants to civilian production in cases 
where it can be accomplished without in- 
terference with the war effort began to 
gain momentum in October. For the two 
weeks ended October 24, about 700 appli- 
cations were approved by the WPB. This 
action brings the total number of approv- 
als to 1,278. Of the 1,278 applications ap- 
proved, 922 were for small businesses hav- 
ing from one to fifty employees. 

While no priorities are given for neces- 
sary materials under this plan, 17,828 tons 
of carbon steel have been authorized for 
the fourth quarter of 1944, as well as allot- 
ments of aluminum, copper, and alloy 
steel. 


Distillers’ Holiday 


Granted a month’s holiday in August 
from producing industrial alcohol, 129 bev- 
erage distillers put their entire capacity to 
making beverages and some commercial 
alcohol plants devoted part of their out- 
put to the same uses. Fifty million gal- 


Stocks of Distilled Spirits 
Source: Bureau of Internal Revenue 
Thousands of Gallons; End of Month 


Kind August, 1944 August, 1943 
Whisky 347,877 412,294 
FRUIT ata re 1,369 1,548 
Ginter eee 439 192 
Brandy 11,387 12,175 

Total 361,063 426,209 


lons of spirits were produced during the 
month, according to the Treasury. Total 
annual production for the industry gener- 
ally runs about 150 million gallons. A 
second holiday is expected in December. 
The October crop report indicates that 
there will be enough corn and wheat for 
whisky makers. A large share of the alco- 
hol produced in the August holiday was 
neutral spirits to be used in blending with 
aged stocks. No bourbon was made in 
August. 
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Location of Disposable War 
Plants 


Eight hundred forty-five industrial war 
plants with a combined area of almost 
200 million square feet are for sale by the 
Defense Plant Corporation.’ 

Fully half of these newly war-constructed 
properties are in the peacetime manu- 
facturing belt of New England (40 plants 
totaling 5 million square feet) , Middle At- 
lantic (171 plants totaling 41 million 


Industrial Plants and Plant Sites For 
Sale by Defense Plant Corporation 


Source: Defense Plant Corporation 
State and Number of Area 
‘ ae Plants and | (Thousands 
Ng iosiy peoc teh pe Plant Sites | of Sq. Ft.) 
United States.............- 845 192,423 .4 
New England.............. 40 5,342.9 
Maines. tice rahe eh RES RAP. Po 
New Hampshire... 1 100.0 
Vermont......... 1 $23.5 
Massachusetts............ 18 2,169.6 
‘Rhode: Taland 2o.5 jock hoes a © Skeeter aber ites c 
Connecticut iy: os oes eve 20 2,749.8 
Middle Atlantic............ 171 41,060.5 
NeW NOP... corciensiacmies« 64 16,954.3 
New Jersey... ....04.000 38 8,252.8 
Pennsylvania............. 69 15,853 .4 
271 71,582 .4 
95 22,515.6 
i 28 10,727.7 
i 58 18,823 .6 
Michigan, 2) cja0e scoree » ae 65 15,825 .3 
WisCONSIR: 66 s(64 aif cies alas 25 8,690.2 
West North Central......... 49 9,595.8 
Minnesota tai cc icineaunmunec 16 647.2 
OWS. naleietraeceleiaisickeeeicie ste 16 688 .6 
Missourtoics. Gua oredtewie < 10 6,254.5 
North Dakota.... eT me Ph cece 
South Dakota.... Pisa | beers - 
Nebraska........ 2 73.3 
KGA608 5 2.8 picrasaisinics «50 5 1,982 .2 
South Atlantic............. 53 6,188.8 
Delaware? s siiiicis vse cee « 3 243.5 
Marvlandiacenrsiuettanier 17 1,414.0 
District of Columbia...... oN SPs ae 
Virginia. nhenictenaacmet 2 124.2 
West Virginia... . 9 1,183.8 
North Carolina... 4 747.6 
South Carolina... <8 4 376.0 
Georgia apie: cdacesin es 6 633.0 
Blorida sss dncaiut anitiros 8 1,516.7 
East South Central......... 42 8,555.1 
Kentucky. stices. deere. 18 8,439.6 
Tennessee sate. siiissjercievsieieseis 13 1,951.4 
Alabamastenccaceweete cna 8 2,918.8 
Mississippliieeaeteirce 3 245.3 
West South Central........ 97 18,503 .2 
Arkansas: <,.0nessisereece 10 1,972.9 
6s 14 4,299.4 
13 1,074.38 
60 11,156.6 
37 13,131.9 
1 16.6 
Wyoming: faints site ten oe 2 57.7 
Colorados,..c50 nenescue: 4 75.1 
New Mexico 2 61.0 
Arizona 13 3,641.9 
Utah 12 5,669.8 
Nevada 3 3,609.8 
Pacific 85 18,462.8 
Washington. sccc<qs0 «scm 18 6,136.1 
Oregoninn cone neem can 13 mT Ay | 


Californian tenes 54 11,029.0 


square feet) and East North Central (271 
plants totaling 72 million square feet). In 
Ohio, 95 factories with a combined area of 
23 million square feet are available for 


_ 1A brief description of the individual plants is available 
in the DPC “Advance Listing of Industrial Plants and 
Plant Sites to be Disposed of by Defense Plant Corpora- 
tion,” released on October 14, 1944. Detailed information 
about the plants may be obtained from regional RFC dis- 
posing or assisting loan agencies. 
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postwar private operation. The present 
listing includes 69 plants located in Penn- 
sylvania, 65 in Michigan, 64 in New York, 
58 in Dllinois and 38 in New Jersey. 

On the Pacific coast, 85 plants and sites 
with more than 18 million square feet in 
area are available. Fifty-four of this num- 
ber are in California. In the southern 
half of the country, 192 land sites and 
buildings are to be sold—60 in Texas, 
18 in Kentucky, 17 in Maryland, 14 in 
Louisiana and 13 in Tennessee and Okla- 
homa, respectively. 


Canada to Insure Exports 


The Export Credits Insurance Act, 
passed by the Canadian Parliament 
on August 2, 1944, consists of two parts. 
The first covers the strict subject of the 
title, while the second provides for Cana- 
dian government guarantees of obligations 
issued by foreign governments and for 
direct loans to them. This section, effect- 
ive for three years only, is essentially a 
method for enabling the Canadian govern- 
ment to furnish reconstruction aid to for- 
eign countries. 

The export credits insurance part of the 
act establishes a corporation under the 
management of a board of not more than 
seven directors, of whom three are ex 
officio Deputy Minister of Trade and 
Commerce, Deputy Minister of Finance, 
and the Governor of the Bank of Canada, 
These three also constitute the members 
of the corporation. The other members of 
the board are appointed, one of them also 
being appointed chief executive officer. 
There is to be an advisory council of not 
more than fifteen members. The corpora- 
tion is authorized to issue and sell bonds 
and debentures. Total resources from all 
sources are to amount to $60,000,000. The 
total liability of the corporation is limited 
to ten times the paid-up capital and sur- 
plus. 


Like British Plan 


The corporation will perform its primary 
task by making insurance contracts with 
exporters against losses incurred by them 
on the export of Canadian-produced mer- 
chandise only, where the loss is due to 
nonpayment by the importer owing to 
either insolvency, collection delays, or cur- 
rency transfer difficulties. 

The risks to be covered by the Act are 
somewhat less inclusive than those cov- 
ered by the 25-year old British plan. The 
Canadian program is intended to be self- 
supporting on the basis of the premium 
rates to be established; the British pro- 
gram is understood to have involved no 
over-all loss. W. W.C. 


Chronicle of Business 


September 
18 Blaw-Knox Company announces five 


SYNTHETIC RUBBER plants now under 
construction to be ready early in 
1945. An additional reserve of steel 
and other essential materials for 
fourth-quarter CIVILIAN PRODUCTION 
is set up by WPB. 


19 surPLUS DISPOSAL BILL providing for 


three-man board within OWM._ is 
passed by Congress and sent to the 
President. President orders planning 
for liquidation of WAk AGENCIES to 
begin on V-E day. Chrysler, Ford and 
Fisher Body are granted WPB ap- 
proval to make EXPERIMENTAL MOD- 
ELS in preparation for peacetime pro- 
duction. 


20 Congress passes RECONVERSION BILL, 


rejecting unemployment benefits for 
federal employees and travel pay for 
released war workers. Thirty-eight 
states file petition for review of court 
decision making INSURANCE subject to 
federal anti-trust laws. 


21 concress recesses until November 14. 


WPB Acting Chairman Krug says 
STEEL capacity for civilian production 
will equal 1939 level after V-E day; 
SMALL BUSINESS will receive equitable 
amount. 


22 Discovery of high grade om in Great 


Britain is disclosed; over 200 wells are 
now in operation. 


25 MACHINE TOOL industry asks WPB for 


more manpower. CIO and AFL urge 
pricing of most CIVILIAN Goons at 1941 
or 1942 levels. FEA Administrator 
Crowley promises relaxing of FEA 
CONTROLS after V-E day to encourage 
private trade. Treasury rules that 
thirty-four industries, including banks, 
agriculture, radio and aircraft, were 
not depressed cyclically in 1936-1939 
and hence will not be granted relief 
from EXCESS-PROFITS TAXES on this 
ground. 


26 War Department authorizes its con- 


tracting branches to sell to contrac- 
tors GOVERNMENT-OWNED TOOLS now 
in use in their plants. Automobile 
makers oppose change in LITTLE STEEL 
formula. Director of Contract Settle- 
ment reveals approval of Army’s plan 
to “predetermine” settlement of CAN- 
CELED war conTrRAcTs. WPB simpli- 
fies rules for ALUMINUM allotment, 
first step toward eliminating Con- 
trolled Materials Plan. Vererans of 
the present war are freed from man- 
power controls by WMC. 


27 OWM Director Byrnes declares gov- 


ernment PRICE, WAGE AND RATIONING 
controls must continue until Japan is 
defeated. WMC Chairman McNutt 
says MANPOWER CONTROLS will end on 


V-E day. 


28 United Nations extend coordinated 
control of MERCHANT sHIPPING until 
six months after V-day: and create 
United Maritime Executive Board to 
govern postwar shipping adjustments. 
WEA ends rationing and distribution 
control on most FARM MACHINERY and 
equipment. 

29 WPB Chairman NEtson resigns. 


October 


1 Jutrus A. Krua succeeds Nelson as 
WPB chairman. WPB refuses auto- 
mobile industry’s request for special 
priorities on machine tools to start 
POSTWAR MODELS. 

2 President gives WPB Chairman au- 
thority to decide when estimated $6 
billion worth of PRIVATELY OWNED 
WAR PLANTS are no longer necessary. 

3 President signs RECONVERSION and suR- 
PLUS PROPERTY DISPOSAL BILLS with 
reservations. OWM. Director Bymes 
is appointed temporary head of the 
Office of War Mobilization and Re- 
conversion. All WPB controls are 
lifted on MAGNESIUM use in civilian 
goods. Surplus War Property Admin- 
istrator CuayTON resigns, effective 
when a majority of the three-member 
board take office. 

4 Seven ALUMINUM manufacturers have 
been authorized to make kitchenware 
and household items, WPB announces. 

5 Maritime Commission postwar plan- 
ners recommend a 12-million ton MER- 
CHANT SHIPPING fleet. WPB states 
a large supply of STEEL, copPER and 
ALUMINUM will be available for ci- 
vilians after V-E day. 

8 WPB estimates 32% cut from August 
rate in WAR PRODUCTION after V-E 
day. OPA states present PRICE CEIL- 
INGS will remain, with necessary ad- 
justments, during reconversion; 1942 
price level will be set wherever pos- 
sible for goods not produced for past 
two years. 

9 Increased RAIL FREIGHT Or PASSENGER 
RATES are opposed by OPA because 
of high rail earnings. 

10 Department of Labor discloses post- 
war plan for expanded sociAL SECUR- 
Iry and PUBLIC WORKS on local basis. 
Six government agencies promise end- 
ing of most FOREIGN TRADE controls 
after V-E day. 

12 WPB says no industries will be grant- 
ed RECONVERSION PRIORITIES. 

13 President directs WPB to increase 
FARM MACHINERY output to meet do- 
mestic and export food requirements. 
Government will need 100 million 
square feet of storage for surpluses, 
Army Service Forces reveal; DPC 
PLANTS will be used as far as practical. 

14 Unrated orders for MACHINERY, equip- 
ment and machine tools may now be 
placed without WPB authority. 
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15 First ram PASSENGER CARs since 1942 


are to go into production soon, ap- 
proved by WPB and WMC. WPB 
LUMBER controls are eased to prevent 
closing small mills. 


16 ODT warns of threatened woror 


TRANSPORT breakdown within — six 
months unless more replacements are 
provided. Government catalogs over 
900 war PLANTS to be sold or leased 
to industry. WPB allows manufac- 
turers to take orders for postwar 
DELIVERY if goods are not produced 
until removal of restrictions. 


17 ConstructIoN conrTROLS on design and 


quality are relaxed by WPB. State 
Department announces it will expand 
its foreign service to help FoREIGN 
TRADERS. 


19 WPB reveals civilian production au- 


thorized in over 750 plants under 
SPOT AUTHORIZATION PLAN; 500 appli- 
cations are received weekly. 


20 FEA announces list of commopiTiIEs 


which may be exported to the Middle 
Kast. 


21 Officials reveal no major cuTBACKS 


expected before V-E day. 


22 Treasury Department is preparing 


rules to allow transfer of rpxcrss- 
PROFITS-TAX REFUND BONDS before 


V-day. 


23 WPB is slowing “spor RECONVERSION” 


as European war lengthens. AAR 
sayS RAILROADS must spend $1.7 bil- 
lion for equipment in first five years 
after V-day. Labor shortage holds 
HEAVY TRUCK program 24% behind 
schedule in first nine months of 1944. 
PAW recommends that users of LIGHT 
FUEL OIL who converted to coal be 
permitted to reconvert to oil. LnarHer 
and cotton controls will remain after 
V-E day, says WPB Chairman Krug. 


24 WPB order removing production con- 


trols on most FARM MACHINERY is re- 
voked. REA proposes $5.5 billion 
postwar RURAL ELECTRIFICATION plan. 
Government must dispose of nearly 
$15 billion worth of suRPLUS PLANTS 
and facilities, says WPB. 


seizes Lord Manufacturing 
Company’s AIRCRAFT PARTS plant as 
result of a price dispute. WPB finds 
TERMINATIONS and cuTBACKS after 
V-E day will not seriously affect pat- 
tern of employment and output. Pres- 
ident urges plan for strong postwar 
MERCHANT MARINE. 


26 Army revises TERMINATION rules to 


allow contractors to settle claims with 
subcontractors up to $10,000. Secre- 
tary of the Interior Ickes asks petro- 
leum industry to suggest changes in 
the Anglo-American Ol) AGREEMENT. 


Selected Business Indicators 


Percentage Change 


August, 1944] September, | 1st 9 Months, 
to 1943 to 1943, to 
September, | September, | lst 9 Months, 
1944 1944 1944 


September August July June September 


Industrial Production 


Mots i CERIB a(S) perme pte cetelerecele 1935-39 = 100 232 Ir 230 235 244 4 -5.3 -0.1 
Manufacturing (FRB) (S)........ 1935-39 = 100 248 |r 246 252 263 -0.8 -6.5 -0.8 
Durable goods (FRB) (S)....... 1935-39 = 100 T 348 |r 347 354 368 -1.1 -6.5 +0.4 
Steel Meet ee PROS. oe okies 000 net tons 7,470 TATA T217 7,514 —3.7 4.3 +1.2 
Piptiron sees: or. tienen 000 net tons 5,210 5,157 5,057 5,226 4.3 —4.6 +2.0 
Copper (refined).............: net tons 91,047 93,650 93,958 98,333 -2.9 -10.1 -7.0 
Lead (refined). .........-.-...- net tons 38,436 40,471 39,755 44,827 +0.5 -13.9 +2.2 
Zimen(slab) ae eereee es veer net tons 71,281 72,947 73,067 79,361 -6.2 -15.7 —4.3 
Glass containers.............- 000 gross 8,692 8,075 8,966 7,674 -11.0 +0.8 +9.1 
umber. eae eee cettcaca eee tes million bd. ft. 2,999 2,573 2,800 2,962a +16.65 +1.2c¢ -3.7d 
Machine tools!................ 000 dollars. 35,041 32,753 41,471 85,842 42.4 -58.2 -60.1 
Machinery (FRB)............ 1935-39 = 100 T 434 |r 435 443 451 -1.4 -5.1 +1.3 
Transportation equip.(FRB). . .|| 1935-39 =100 r 706 |r 704 17 764 -0.8 -8.4 -0.5 
Nondurable goods (FRB) (S).. .|| 1935-39 = 100 r 168 165 169 179 -0.6 -6.7 2.8 
Cotton eomy.atemcon ccs ome: 841,490 | 7r723,402 | 7805,823 872,155 -5.8 Soni -9.9 
Wool?hirals serine alas © Sete p 52.7 43.8 49.6 53. 5a +20.3b = leoc -2 6d 
Rayon) y arn? el testers te iecees r 44.3 40.9 43.9 40.2 +0.9 +11.2 +7.9 
Food prod., mfd. (FRB) (S).. .|| 1935-39 = 100 T 148 |r 153 153 146 0 +1.4 +7.2 
Chemicals (FRB) (8)........ 1935-39 = 100 r 314 |r 315 320 395 -2.5 -22.5 -14.2 
Newsprint, North American. . .|j short tons 331,214 348,565 326,083 330,005 338,761 -5.0 -2.2 -0.9 
Raperiverta eras Sant. % of capacity 90.1 92.5 |r 81.1 |r 90.7 88.3 -2.6 +2.0 +0.9 
Paperboard prgre cress ovens x: % of capacity 92 96 85 96 94 —4.2 -2.1 +1.3 
Boots and shoes. ............. thous. of pairs |} ¢ 39,000 | 41,133 | 31,705 | 40,682 | 38,272 -4.9 +2.6 -1.1 
_Cigarettes (small)?............ millions 20,021 22,305 20,278 21,166 22,573 -10.2 -11.3 one 
Mining (FRB) (S)............... 1935-39=100 || p 143 142 139 142 138 +0.7 +3.6 +8.2 
Bituminous Coal, nemcksneninee 000 net tons | p 50,010 54,220 48,930 53,395 52,214 —7.8 4.2 +7.1 
ANE NT ACOs seals coeisverecerotesers ag: 000 net tons |p. 5,443 |r 5,623 4,962 5,623 5,474 —3.2 -0.6 +6.6 
Crude petroleum’............. 000 barrels e 4,730 4,687 4,558 |r 4,575 4,347 +0.9 +8.8 +12.7 
Mleciric powers Wahine ase o. « million kwh 4,348 4,421 4,283 4,283 4,329 -1.7 +0.4 +7.9 
Construction’. Ween ee eee eee e eee es 000 dollars 175,739 169,341 190,539 163,866 175,115 +3.8 +0.4 —43 .0 
Heavy engineering—Public®........ 000 dollars 24,590 35,864 30,067 25,048 43,595 -31.4 43.6 -49.8 
Heavy engineering—Private®,...... 000 dollars 4,890 6,386 9,573 6,514 9,262 —23 A —47 2 -11.6 
Munitions Production.......... 1943=100 na. |p 115 113 115 105a 41.85 +9.5c 423. 5d 
Wari Costs 0m eins «0s! million dollars | 6,998 7,571 7,201 7,567 6,952 7.6 +0.7 | +10.4 
Peo an Trade 
arloadingss totalsanr srcbaniveierres thousand cars 885.3 895.6 871.5 874.0 890.6 -12 =0.6 3 
Carloadings, miscellaneous‘......... thousand cars 404.0 400.3 386.2 385. 8 394.9 : 7 aay 
Retail trade (NICB) (S)........... 1935-39 = 100 n.d. 183.5 182.8 175.5 163. 5a is ie es at fe 
Department store sales (S).........] 1935-39 =100 183 r 187 194 175 162 ot +13.0 8.4 
Variety store sales (S)............. 1935-39 = 100 +7.0b 43.5 pre 
Rural retail trade (S).............. 1929-31 = 100 Soe ty haga ete 
Grocery chain store sales (S)’........ 1935-39 = 100 +0.4b Hes a pune 
Magazine advertising linage........|| thous. of lines +12.7 ‘ge = the i 
Coumodlty Prices oa: 
commodities (BLS)............ 1926 =100 e 103.9 |p 103.9 104.1 104.3 103.1 
Raw materials....... Baoonoceen 1926 =100 e 112.6 112.7 - 113.6 114.2 119.4 np bas cata 
Semimanufactured articles........ 1926 =100 e 94.3 94.1 93.9 93.8 92.9 40.3 hes is 
Manufactured products.......... 1926 =100 e 100.9 |p 100.9 | p 100.9 100.9 99.9 0 +1.0 i - 
Farm products.................. ‘1926 =100 e 122.1 122.6 194.1 125.0 123.1 Eon 4 
Foods ss... en ote coor peek 1926 =100 ; ; ee ao 
See : e 104.0 104.8 105.8 106.5 105.0 -0.8 -1.0 — 
Sensitive industrial (NICB)4........ 1929=100 95.0 95.8 95.8 95.8 95.9 r ; Ze) 
Sensitive farm (NICB)‘............ 1929=100 ; ; . : -0.8 -0.9 -0.1 
Retail prices (NICB) Mes 00 123.3 122.5 121.4 120.9 119.3 +0.7 +3 .4 +2.8 
Samrition p 100.5 100.6 100.5 99.7 99.8 -0.1 +0.7 0.2 
Total stock pri ta: H 39 = 
valet pnaStandad For) toi-eg=109 | 1007 | it | ime | ine | ase] 10] ass | ane 
Railvoadlawii tise este ae 1935-39 = 100 98.7 102.5 105.3 100.8 91.3 og 7 et ee 
Ublitios ada cohatadi men. $ 1935-39 = 100 91.4 92.1 91.3 89.6 87.3 0.8 4 eH 
Total no. shares traded N.Y. Stock Ex.|| thousands 20,261 27,526 40,013 45,837 19.199 ; ap +10.2 
Corporate bond yields (Moody’s). . .|| per cent 3.03 3 02 3 04 3.05 3-11 te +6.0 -13.2 
Financial Indicators any Lie re 
Bank debits, outside New York City.|| million dollars || 36,765 36,420 |r 3 
New capital corporate issues........ 000 dollars 29,208 105,578 oe ; me ee Bere men +9.6 
Refunding issues......... Cie re 000 dollars | 400,717 | 140,608 | 153,917 | 84.004 | 56,165 || +185.0 | +6264 | toons 
Comm., industrial and agric. loans‘. .|| million dollars 6,033 6,004 6,058 5,937 5,970 : eT eee 
National income payments......... million dollars na. |p12,661 |r 12,888 13,499 11,681 mee inet rae 
Money in circulation, end of month.| million dollars || p 23,795 | r 23,292 22699 é ere a , 5 Sia foe 
; aa 5 - 23 : +28.5 
SAdjusted for seasonal variation ‘Shipments *Consumption, cigarette consumption measured by tax-paid withdrawals Average daily 


sAverage weekly 5F. W. Dod e 

. . Fe 

August, 1943, to Augus » 1944 dPercentage change, first 8 months, 1943, to firs 9 i imi a vi ilabl 
] is first 8 months, 1944 eEstimated pPre minary rRevised n.a.Not available. 


6Engineering News-Record—average weekly 7Grocery and combination chain store sales aAugust, 1943 
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On the Business Front 


OLLOWING a decline in the first half 
of the year, industrial activity in the 
past few months has shown a tendency to 
level off. The Federal Reserve index for 
September was 231 (1935-1939=100), 
down one point from August but up one 
point from the revised figure for July. 
The net decline since the top index of last 
November is sixteen points, or 6.5%. 
Munitions production, the largest single 
influence on industry, went up two points 


Sales of Retail Stores 


Source: 


Department of Commerce 
Billions of Dollars 
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in August to a preliminary index of 115 
(1943 average—100) but showed little net 
change from the top level of 118 in March. 
The September index has not yet been 
published, but, according to WPB, Novem- 
ber output of munitions has been sched- 
uled at 9% above actual August produc- 
tion. Nearly all classes were scheduled to 
increase a little in September, and subse- 
quently there was to be a sharp rise in 
vehicles, communications and ammunition. 
On the other hand, output of ships and 
planes was to rise in September and then 
taper off slightly in the late months of 
1944. 

The munitions indexes do not include 
construction for war purposes, which has 
been running about one-third as much as 
a year ago. The earlier drop in this ac- 
tivity has been followed by several months 
of slight decline, and WPB statistics indi- 
cate a further downward tendency. The 
building situation is discussed in more de- 
tail on page 265. 


FEW GAINS 


Another significant indicator of indus- 
trial activity is the forecast made by Ship- 


pers’ Advisory Boards of slightly higher 
fourth-quarter carloadings than a year 
ago, revealing a narrowing of gains as the 
year progresses. Gains are indicated in 
loadings of foods, farm implements, coal 
and coke, but the total number of indus- 
tries expecting decreased loadings is evenly 
balanced with those expecting gains. (See 
page 263.) 

Production of nearly all metals con- 
tinues to decline, both compared with 
recent months and a year ago, as shown 
in “Selected Business Indicators,” on 
page 260. Steel has shown a small cumula- 
tive gain for the first nine months but 
current trends indicate that much of this 
gain may be wiped out. Curtailment of 
demand for landing mats, ship plates, and 
reduced lend-lease requirements for cer- 
tain items place steel in a distinctly easier 
position for domestic civilian use, though 
some cutbacks do not affect present pro- 
duction. 


COPPER SUPPLIES TIGHTEN 


Copper requirements promise to be 
heavier in the fourth quarter than in the 
third. Naval demand is said to be heavy. 
Although alloy strip, used mainly for car- 
tridges, is in lighter demand, WPB figures 
indicate increased requirements for rod, 


Weekly petroleum output has been run- 
ning 7% to 10% greater than a year ago, 
with a tendency for the gains to narrow, 
but coal output has been lagging a little 
behind 1943 quantities since mid-August. 
Output of electricity has shown little 
change. Paper output has increased a little 
in the past two months, both over recent 
months and a year ago. Lumber output 
also increased a little over a year ago, but 
the cumulative total remains less than in 
1943. Paper, hides, tin, lumber and cotton 
textiles remain among the commodities in 
most stringent supply. The cotton situa- 
tion is discussed on page 264. 


RECONVERSION SCREENED 


While the easier situation in most ma- 
terials favors the reconversion of industry 
to civilian lines, the tight supply of a few 
key commodities and the shortage of la- 
bor are distinct handicaps. As a result of 
the prolongation of the war with Ger- 
many, the WPB is reported to be “screen- 
ing” applications under the spot authoriza- 
tion plan more rigorously. 

The size of cutbacks after V-E day 
continues to be one of the most lively 
subjects of interest in business. Until the 
time and manner of the end of fighting in 
Europe are more clearly evident it is prob- 


Manufacturers’ Orders, Shipments, and Inventories 
Source: Department of Commerce 
Index Numbers, 1939=100 


1944 1943 Percentage Change 
tiem July, 1944 |August, 1943 
August July June August to August, | to August, 
1944 1944 
TOONS ceoacodoeco eos cé on esl dlgstotsl 7352 173.3 176.8 0.3 -1.7 
Durablesgoodsiee.cisen ree 202.4 201.9 203.6 Q13.4 0.2 =5 .2 
Nondurable goods.............| 148.8 148.1 146.9 144.8 0.5 2.8 
Ghremicalsonmensac ent eas Oe) 164.2 164.9 153.9 =1.3 5.3 
| BEV OVS) Gites ait is Cae. OME O ae MOS 144.7 143.4 139.8 135.3 0.9 6.9 
Mextilesqae tere tie re ees! PLL ao 116.2 116.1 133.6 -1.5 -14.3 
Shipments atarre cristae ace | eee 270 278 258 a 5 
Durabletsoodstsee re) ce 368 375 378 354 =e 4 
Nondurable goods.............| 195 189 200 183 3 7 
(Chemicalsae eee eee ar ae LG 210 218 Q14 3 1 
INO once ona oar eo emo omen 72) 163 Wiley 160 6 8 
Gierqnikssinwge eo. OB coo eben ae ley 160 199 190 16 -3 
IN ec ONG Osean clerekgsv ada esse costars ous 298 314 301 Q75 -5 8 
Durable goods................| 450 487 445 406 -8 ll 
Nondurable goods.............| 201 202 208 191 a 5 
aLess than 0b: 
tube and wire mill products. But copper able that more unified and authoritative 


producers report that a shortage of miners 
prevents a recovery from the declining 


trend in domestic refinery output. 


figures will not be available. 


The WPB 


has indicated a $27 billion cut from a $67 


billion annual munitions industry. 


But 
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Federal Financial Statistics 
Source: Treasury Department 
Millions of Dollars 
i Months of 
toad 1943 SE riot cats 
Item September 

September August July June 1945 1944 
Expenditures....... 7,770 8,227 7,951 8,597 7,704 23,948 22,964 
Net RFC war loans. . 57 158 47 129 237 263 854 
‘Warcosts).....0¢.... 6,998 7,571 7,201 7,567 6,952 21,770 20,616 
Other expenditures. . 715 498 703 901 515 1,915 1,494 
Revenues........... 5,800 2,420 1,870 6,177 5,441 10,090 9,984 
Defiei tice cisecdics ona: 1,970 5,807 6,081 2,420 2,263 13,858 12,980 
Working balance. ..... 14,355 16,909 21,162 19,406 Heol ge PomrifAac tn cadens 
Debt (totaly... .. 7... 211,064 | 211,369 | 210,138 | 202,626 162,321 211,064 162,321 
War Savings Bond sales 692 602 2,125 1,842 1,927 3,420 3,618 


while the WPB has predicted that the 
decline would be spread over a year, the 
OPA has said that it would take only three 
months. Others predict a greater reduc- 
tion in quantity. Munitions as a whole 
would be cut about 40% to 50%, but 
some well-informed quarters estimate that 
the reduction in aircraft output would be 
nearer 40% and that of ships, guns and 
communications would be more than 50%. 


CROPS INCREASED 


Late improvement in the condition of 
the corn crop promises to make the year’s 
total grain harvests among the best on 
record, possibly even exceeding the peak 
yield of 1942. As grains now are in more 
liberal supply than sugar, industrial alco- 
hol plants may switch to grains for raw 
materials. Dairy and poultry production 
and the raising of livestock may benefit 
from the grain situation. Truck and fruit 
crops are also much larger than last year. 
Lend-lease shipments in the first nine 
months of 1944 were less than a year ago. 

War expenditures in September were 


the lowest for a number of months, al- 
though in the first three months of the fis- 
cal year beginning July 1 they were a 
little more than $1 billion larger than a 
year earlier." Government revenues in the 
three months were only $106 million larger 
than a year ago. The working balance in 
September was down, both as compared 
with recent months and a year ago. 


INVENTORIES STEADY 

While output as a whole shows a tend- 
ency to sag just a little, inventories and 
shipments generally show only minor 
changes. Among the most notable changes 
are decreases from a year ago in textile in- 
ventories and shipments. But textile ship- 
ments in August were 16% greater than 
in July. New orders of manufacturers 
were down in August, reflecting a decline 
in orders for durable goods, but the vol- 
ume remained higher than a year earlier. 


Wiu1aM J. Nouie 
Division of Business Statistics 


1War expenditures exclude net war loans by the RFC 
and its subsidiaries. 


Machinery Orders Tapering Off 


ACHINERY shipments have been 
M in an irregular downward trend for 
a number of months, roughly correspond- 
ing to the decline in industry as a whole, 
while orders for many types of machinery 
show no definite trend. The course in in- 
dustry is reflected in the recession in the 
Federal Reserve index from a high of 247 
late in 1943 to 231 in September, 1944. 

Machine tool business in the past year 
or so appears to have fallen off more than 
has most other machinery business. As 
indicated in the accompanying chart, the 
downward trends in machine tool orders 
and shipments show a recent tendency to 
level off around $35 million to $40 million 
a month. In fact, net new orders re- 


covered substantially for a few months 
in the early part of the year because of 
the augmented heavy ordnance program. 
New developments in the war and in mu- 
nitions continue to exert a sustaining in- 
fluence on the demand for machine tools. 
With the great bulk of the munitions 
industry well tooled, however, the recent 
recovery in orders would appear to be a 
passing phase, to be followed by a still 
lower trend unless regular lines of civilian 
business should be further opened up. 


SHIPMENTS RETARDED 


The recovery in orders has not been 
accompanied by a corresponding response 
in shipments of machine tools. While the 
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decline in shipments has been arrested, in 
recent months shipments have been gen- 
erally smaller than new orders, contrasting 
with the relationship in 1943. In the mean- 
time, unfilled orders recovered from less 
than $154 million at the end of March 
to nearly $196 million at the end of Au- 
gust, the highest this year, and nearly a 
half-year backlog at the recent: rate of 
shipments. 

Several reasons account for the lag in 
shipments. One is a lack of materials and 
component parts to support greater ac- 
tivity. It is not so much the total of 
supplies that is in question as certain 
critical categories. This condition origi- 
nated from the WPB ruling that machine 
tools were no longer in critical supply, so 
that when demand recovered regulations 
did not provide for adequate supplies. 


Employment and Payrolls in the 
Machine and Machine Tool Industries 
Source: THe CONFERENCE Boarp 

Index 1923=100 


Employ- Man Payrolls 

ment Hours 
1943 January..... 288 .6 293.8 563.1 
February 288.7 288.7 552.6 
March 92525 290.1 295.9 569.8 
Mae cesses 290.6 293.5 570.7 
May 290.1 294.7 575.0 
June 295 .4 298.9 585.5 
Jaly 4) ee 292.1 | 292.1] 581.0 
August...... 283.8 281.5 556.5 
September 27871) e279 1 | bo5.2 
October .| 274.0 275.1 550.2 
November. .| 267.9 268 . 4 542.5 
December...| 261.5 257.8 529.0 
1944 January..... 256.2 | 253.6 | 522.6 
ebruary 247.5 | 245.5 | 509.6 
March...... 243.7 24127 ee oOle 
<A Drie. ean 236.9 | 232.6 | 485.2 
May. 232.0 | 229.8 | 475.3 
JUNG sey sss 228.0 225.7 472.0 
July........ 223.5 | 219.0] 458.6 
August...... Q19.7 SAE of 441.2 


A second reason for the lag in shipments 
is an insufficient labor force. In August, 
employment in this industry was about 
one third less than a year earlier. The in- 
dustry has been trying to obtain a more 
favorable ruling from the WMC on em- 
ployment. 

A third but less important factor is the 
conversion of some machine tool facilities 
to other classes of munitions work. 


WAY OPEN FOR NEW ORDERS 


Placing of unrated orders for nonmili- 
tary purposes has been facilitated by 
amendments to Preference Order E-1-b 
and Priorities Regulation 24. The WPB re- 
lease on these amendments, dated October 
14, states that many machine tool builders 
are now in position to devote more thar 
25% of their capacity to such orders. Just 
as tools were the key to conversion, they 
will be the key to reconversion after V-E 
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Machine Tool Orders and Shipments 
Source: War Production Board 
Millions of Dollars 


| \NEW ORDERS 


day, says the WPB. Some manufacturers 
of machine tools consider the order as be- 
ing rather theoretical since supplies and 
labor are lacking and pricing difficult. 
Machine tool builders have postwar orders 
on their books, with prices and delivery 
dates undetermined, but this business is 
not generally included in the published 
totals of orders and backlogs. 
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MACHINERY OUTPUT DOWN 


Machinery production as a whole was 
indicated by the Federal Reserve index of 
436 (1935-1939=100) in August, which 
compares with 445 a year ago. Trends 
on individual items vary considerably. 
Foundry equipment orders were larger in 
August than a year ago but new business 
for a year and a half has run at a much 
lighter rate than in 1942. The decline in 
shipments of electric overhead cranes in 
the past year has been sharp. Output 
of mining machinery in the first half of 
1944 was just half the total for all of 1943. 

Construction of public and private in- 
dustrial plants, including deliveries of 
equipment and machinery, as reported by 
the WPB, was 6% greater in August than 
in July, but 56% less than a year ago. 
Machinery and equipment alone were 
valued at $110 million, or $4 million less 
than in July and $151 million less than a 
year ago. A further slight tapering off was 
indicated for September. The total for 
the year on equipment and machinery is 
officially estimated at nearly $1.5 billion, 
compared with a yearly average since the 
middle of 1940 of nearly $2.8 billion. 
About one-third of this year’s machinery 
and equipment will be on private expendi- 
ture, compared with 40% over the entire 
period. Machinery and equipment repre- 
sent about one-quarter of total construc- 
tion and plant expansion expenditures. 

Wiiuram J. Nowe 
Division of Business Statistics 
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Railroad Carloadings and Income 


REIGHT carloadings are expected by 

the Shippers’ Advisory Boards to be 
88,957, or 0.9%, greater in the fourth 
quarter of 1944 than in the same quarter 
of 1948, when they totaled 9.4 million 
cars. 

Carloadings of most food crops except 
grain and of agricultural implements and 
fertilizers are expected to rise, as well as 
coal and coke loadings, which may reach 
2.7 million cars. 

In the third quarter, freight carloadings 
increased in July and August over the 
same months of 1943. They declined in 


Chart 1: Weekly Carloadings of 
Revenue Freight 


Source: Association of American Railroads 


Thousands of Carloads 
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September when grain and ore loadings 
were lower than a year earlier; ].c.l. and 
miscellaneous shipments were running 
above September, 1943, and other cate- 
gories tended to fluctuate without show- 
ing any strong trends. 

The cumulative total for the first thirty- 
nine weeks of 1944 is 32.5 million cars, 
an increase of 3.2% over the same period 
last year. 


PEAK FREIGHT TRAFFIC 


Winter wheat shipments were well sus- 
tained in early summer despite an all-time 
peak in general freight traffic, which 
reached a total of 64 billion ton-miles in 
May. Freight traffic in June was slightly 
below the May total but showed a gain of 
7% over a year ago, Ton-miles of revenue 
freight for the first eight months of this 
year were up 3.9% and 22.5% over the 
comparable periods of 1943 and 1942. 

Despite increased length of haul which 
tends to lower the revenue per ton-mile, 


the average return for the first half of this 
year was 0.934 cent compared with 0.945 
cent for the comparable period of 1940, 


Chart 2: Total Annual Revenue and 
Net Income, Class I Railroads 


Sources: Interstate Commerce Commission; Association of 


American Railroads 
Millions of Dollars 
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when haulage distances were appreciably 
less. Per ton-mile revenue in the West- 
ern and Eastern districts showed the larg- 


Chart 3: Total Monthly Operating 
Revenue and Net Income, Class I 
Railroads 


Sources: Interstate Commerce Commission; Association 
of American Railroa 
Millions of Dollars 
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est declines from 1940. The Eastern dis- 
trict, however, showed a small advance 
over the first half of 1943. 


REVENUES UP, INCOME DOWN 

Operating revenues of $4.6 billion for 
the first eight months of 1944 were well 
above the same period in 1943, represent- 
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Selected Income and Expense Items, 
Class I Railways 


Source: Interstate Commerce Commission; Association of 
American Railroads 


Millions of Dollars 


Bight Fight 
Months Months yer Cont 
Item es enced or Decrease 
ed oe mC ee 
Total operating 
revenue. ...... 6,281 5,938 +5.8 
Freight 4,654 4,474 +4.0 
Passenger....... 1,204 1,068 | +12.7 
Total operating ex- 
penses.......... 4,141 3,564 | +16.2 
FPAKCS erie se on 1,250 1,272 -1.7 
Net railway oper- 
ating income.... 759 re |) eal) 
Net income, after 
fixed charges....| e 451 613 | -26.4 


eEstimated, 


ing an increase of 5.8%, while operating 
expenses rose 16.2%. But net income for 
the same period dropped an estimated 
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25%. August was the fifteenth consecu- 
tive month in which net earnings declined 
over the corresponding month of the pre- 
ceding year. These declines are from high 
base figures and reflect larger operating 
outlays. 

From January to August, Class I rail- 
roads put 22,312 new freight cars into serv- 
ice, an increase of 41.7% over the same 
period of last year, and had 36,157 on or- 
der. Locomotive orders totaled 554 on Sep- 
tember 1, compared with 1,038 a year ear- 
lier. During the first eight months, 657 
new locomotives were put into service, of 
which 415 were diesels. The WPB has al- 
located materials for 50 aluminum and 15 
steel passenger cars, manufacture of which 
will begin shortly. Requests before the 
WPB total more than 1,000 cars. 


THEODORE WHITMAN 
Division of Business Statistics 


Cotton Textile Output Lags 


ROM harvesting the crop to operat- 

ing the mills, the cotton industry 
continues to be plagued by labor difficul- 
ties. Current production of goods has been 
reported 21% below total needs, and in- 
ventories of cloth are being reduced con- 
stantly. The total supply of raw cotton 
is ample, as the 1944 crop exceeds that of 


Chart 1: Cotton Spindle Activity 
Source: Bureau of the Census 
Percentage of Capacity 
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1943, and mill capacity is sufficient. But 
the number of mill employees has fallen 
from 510,300 in December, 1942, to 431,- 
400 in August, 1944, and the turnover 
rate has been abnormally high. The War 
Manpower Commission has announced 
that by November 1 the industry will need 
32,000 more workers than the August 
level. Competition from higher-paying in- 


dustries is the leading factor in the loss of 
cotton workers. 


NO RELIEF AT WAR END 


Civilian consumers will find no improve- 
ment in the supply of cotton goods for 
possibly two years after the end of the 
European War, the Office of War Infor- 
mation reports. Military demand for equip- 
ping the Pacific theatre will remain high 
and export demands for relief and rehabili- 
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cotton material to be substituted for 
scarce jute bags. 


TEN PER CENT BELOW 1943 


Raw cotton consumed by mills in the 
first nine months of 1944 was close to 10% 
below the 1943 level. Total textile pro- 


Parity Prices and Actual Farm Prices. 
of Cotton 


Source: Bureau of Agricultural Economics 


Parity 
Price 


1943 September. .| 20.34 20.20 99 


October.....| 20.46 20.28 99 
November. .| 20.58 19.40 94 
December...| 20.71 19.85 96 
1944 January..... 20.96 | 20.15 96 
February....} 21.08 | 19.93 95 
IViarc hee 21.08 19.97 95 
Aprils. 21.08 | 20.24 96 
IMay- eee) || 2 k08 19.80 94 
June........| 21.08 20.16 96 
uly ees 21.08 20.32 96 
August...... 21.08 20.15 96 


duction for the year is estimated at less 
than 10 billion linear yards, compared with 
10.6 billion yards in 1943. Inadequacy of 
current production has caused a steady 
reduction of inventories of cloth and some 
types are particularly short. The WPB 
impounded all stocks of four important 
types of duck in September, because pro- 
duction was falling short of urgent mili- 
tary requirements. Shortages of civilian 
goods, such as sheets and _ pillowcases, 
shorts and shirts, continue to grow more 
acute. 


Chart 2: Cotton Consumption and Industrial Production 
Sources: Bureau of the Census; Federal Reserve 
Index Numbers, 1935-1939 = 100; Seasonally Adjusted 
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will also continue to take large amounts of 


& PRELIMINARY 


1942 1943 


1944 


If favorable weather prevails during the 
rest of the season, this year’s cotton crop 
can be expected to total almost 12 
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million bales, an increase of 526,000 bales 
over last year. The indicated yield per 
acre was forecast at 284.6 pounds, the 
highest on record. Cotton ginned from 
the present crop up to October 1 amounted 
to only 4 million running bales compared 
with a total of 5.7 million ginned before 
October 1, 1943, and 5 million in the 
corresponding 1942 period. This year’s 
crop matured more slowly than in preced- 
ing years and, in addition, transportation 
difficulties and lack of harvest labor and 
processing workers contributed to the de- 
lay in ginning activity. 


PARITY DISTURBS MERCHANTS 


Prices received by farmers averaged 
96% of parity from June through August. 


The War Food Administration announced 
in September that it would purchase, 
through the Commodity Credit Corpora- 
tion, all cotton of the 1944 crop for which 
a loan schedule has been announced, Pur- 
chase will be made from farmer producers 
at prevailing parity prices starting as soon 
as arrangements can be made and effective 
until June 30, 1945. 

Trade spokesmen have pointed out that 
this move will tend to disrupt the trading 
and hedging machinery of the industry as 
the supply of cotton is manipulated by the 
government in such a way as to insure the 
stabilization of the price at parity. 


Frances H. Frazer 
Division of Business Statistics 


Building Industry Awaits Green Light 


HE BUILDING industry impatiently 
awaits the day when war conditions 
will permit WPB to lift current restric- 
tions. The government’s building program 
is virtually completed and private work for 
the most part remains limited to essential 
repairs and war housing construction. 
Over-all construction completed in Sep- 
tember aggregated $323 million, a decline 
of 4% from August and 44% below Sep- 


with $6.4 billion in the comparable 1943 
period when government-sponsored and 
other war-program construction comprised 
all but 18% of the total. 


AWARDS DOWN FROM 1943 


Contract awards have run in extremely 
low and narrow range and have failed to 
exceed $200 million in any of the past nine 
months, according to F. W. Dodge Cor- 


Estimated Cost of Postwar Public Works, by Type of Project 
Source: Federal Works Agency 


Dollar Figures in Thousands 


Percentage 

ope Selo ee Completed Design Prelimi- Idea 

Stage Stage nary Stage Stage 

Highways, roads and streets.............. 2,706,494 6.5 13.0 29.1 51.4 
Bridges, viaducts and grade separations....| 959,377 9.6 12.5 33.4 44.6 
Airports, terminals and landing strips......| 510,525 5.5 11.9 29.6 52.9 
Sewer, water and sanitation facilities....... 2,858,946 9.0 16.2 30.1 44.7 
Schools and other educational facilities..... 1,311,304 8.4 16.6 baal 47.8 
Hospitals and health facilities............. 616,172 9.3 14.9 28.6 47.3 
Rablictbuldingst-epere pee: aeeee eo cee tee 1,005,873 5.4 ies 20.7 66.6 
Parks and other recreational facilities... ... 727,185 6.8 10.2 25.5 57.6 
Miscellaneous public facilities.............|. 2,022,495 hs 14.6 32.6 45.7 
Ot all mean par ct ete ncticers diners 9 te one cutuane 12,718,371 7.6 13.8 29.1 49.5 


tember, 1943, completions. New housing 
completions Jast month, of $51 million, 
were 7% below the preceding month and 
less than half of September volume a year 
ago. Nonmilitary construction, such as 
highways, community buildings, conserva- 
tion projects and utilities, made slight sea- 
sonal gains. September results lifted con- 
struction activity for the nine-month pe- 
riod to $2.9 billion, of which 61% was pub- 
licly financed. This is in sharp contrast 


poration reports. In the corresponding 
1943 period, awards held well above $200 
million during the greater part of the 
year. 

WPB is well aware of the building in- 
dustry’s plight, which arises from the tight 
supply of light construction lumber and 
the depleted inventories of builders’ hard- 
ware and plumbing, heating and electrical 
equipment. WPB recently eased floor area 
limitations, and plumbing and electrical 


installation stipulations, to permit con- 
struction of homes approaching prewar 
standards, but builders must still prove 
that these new homes are needed to ease 
the war-housing problem. 


HOMES TO BUILD 


Builders expect the current situation to 
continue until after the end of the Euro- 
pean phase of the war. If the end comes 
early, the building trade expects to com- 
plete about 400,000 single family dwelling 
units in 1945. “Demand for housing will 
far exceed the capacity of the building in- 
dustry to satisfy it,” according to the Na- 
tional Association of Home Builders. 


PUBLIC WORKS PROGRAM LAGS 


Conversely, the public works program 
of state and local governments which is 


Construction Contracts Awarded and 
Industrial Production 
Sources: F. W. Dodge Corporation; Federal Reserve 
Index Numbers, 1935-1939 =100; Seasonally Adjusted 
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supposed to help absorb some of the un- 
employed in the war-to-peace transition 
appears to be lagging. Of a program of 
$12.7 billion for state and municipal pub- 
lic works, only $970 million, or 7.6%, of 
the total has progressed beyond the 
preliminary stage. As shown in the table 
nearly half of the over-all program is still 
in the idea stage. 

About 40% of all the work in the com- 
pleted-plan stage was concentrated in the 
five cities of New York, Chicago, Philadel- 
phia, Detroit and Los Angeles. 

The FWA also reveals that only the four 
states of New York, California, Michigan 
and New Jersey have enacted legislation 
authorizing provision of state funds in fi- 
nancing the preparation of plans for pro- 
posed postwar public works. 

Because of this inertia in formulating 
plans for public works, high officials in 
the Federal Works Agency predict another 
expensive WPA to fill the gap. To avoid 
this condition, city and county officials are 
being urged to adopt the slogan “blueprint. 
now or WPA later.” 


WitiraM B. Harrer 
Division of Business Statistics 
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Employment 
Trends 


HE rise in total employment from 

August to September was almost en- 
tirely the result of the monthly increase in 
the number of agricultural workers. A re- 
duction in the number of wage earners in 
manufacturing caused industrial employ- 
ment to fall off sharply (more than 250,- 
000) , according to preliminary reports. 

A farm working force of 11.4 million, 
although the smallest for any September 
of record, harvested what is expected to 
be an unprecedented production of crops. 
More efficient use of labor and machinery 
helped make this feat possible. 

Losses in the service industries combined 
with the industrial decline to reduce great- 
ly the number of civilian nonagricultural 
workers. The only category which reported 
a gain was trade, reflecting a seasonal ex- 
pansion in September. 

All the major durable manufacturing 
groups reported declines in employment, 
transportation equipment accounting for 
about one-third of the combined loss. Two- 
thirds of the nondurable industries lost 
workers. It was indicated that the return 
of students to school and workers to farms 
contributed to the already short supply of 
labor available for work. 

Crosscurrents in the war program con- 
tinued to be reflected in the complexity 
of the manpower situation. Certain as- 
pects of war production were expanding 
simultaneously to cutbacks in others. One 
of the main difficulties seems to be the 
“evaporation” of workers from the labor 
market in areas where shifts are occurring. 
Turnover rates give evidence of the slowly 
growing trend of migration of workers 
away from war centers. 


UNEMPLOYMENT COMPENSATION 


New claims filed for benefits under the 
state unemployment compensation pro- 
grams reached an all-time low in October 
and November of last year, simultaneous 
to the peak in manufacturing employment. 

Before the war, less than half of all 
workers in “covered” employment were 
engaged in manufacturing industries. Ex- 
pansion of war industries has brought an 
additional seven million persons into cov- 
ered factory work,’ so that manufacturing 
now comprises much more than 50% of 
all covered employment. 

The reduction during the first half of 
1944 in the number of manufacturing wage 
earners is reflected in the reversal of the 


1Not necessarily newly covered workers, since many 
shifted from other covered employment into factory jobs. 
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downward trend in initial claims which 
began in the spring of 1942. (See chart.) 
The seasonal fluctuations in filing of initial 
claims which persisted in 1940 and 1941 
disappeared as gainful utilization of the 
labor force became more widespread. 
Whether the upturn in new claims for un- 
employment benefits in the early months 
of this year represents a return to the sea- 
sonal pattern (on a greatly reduced scale) 
will be made clear as data are released for 
the remaining months of this year. In any 
case, despite the maintenance of war pro- 
duction at close to peak levels, increased 
activity under the unemployment insur- 
ance program is further tangible evidence 
of the beginnings of industrial demobiliza- 
tion. 

Since a two-week waiting period is re- 
quired in all states between the filing of a 
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about 61% of new claims filed. This pro- 
portion increased to more than 65% in the 
first six months of 1944. 

In two-thirds of the states the initial- 
claim load was greater in the first half of 
this year than in the last half of 1943. 
Increased numbers of beneficiaries in the 
later period were reported in an even 
larger percentage of states. 


Claims Rise in Michigan 


The East North Central and Pacific re- 
gions have witnessed the most significant 
increases in claims and benefits when ac- 
tual gains are considered along with per- 
centage increases. On the other hand, 
operations of the program are still on the 
decline in most of the southern states. 

Michigan and California experienced an 
average loss of 28,000 and 99,000 manu- 


Change in Operations Under Unemployment Compensation 
From Last Half of 1943 to First Half of 1944 


Source: 


Social Security Board 


% Change, First Half 
1944 over Last Half 1943 


State and Geographic Division 


Tnitial Bene- 

Claims ficiaries! 
United States’.........| +17.8 +25.9 
New England.......... +15.4 | +428.3 
Maine ee es Sete senate -9.8 +28.0 
New Hampshire........ -12.0 -19.8 
Vermon trace +20.4 -1.4 
Massachusetts.......... +1.0 +39.2 
Rhode Island........... +8.3 -3.1 
Connecticut............ +102.0 | +122.8 
Middle Atlantic....... +9.0 +1.3 
New Yorkys9s-5) 65. aie 15,2 +4.8 
New Jersey............. -5.1 +14.1 
Pennsylvania........... 1.3 -23.8 
East North Central....|  +27.5 +53.5 
Ei Gis deareriraertetiea cence ie: +19.0 +70.3 
Indianae eee +4.1 +31.9 
Win ois ents +6.6 +2.0 
Michiganeeee er eee +148.7 | +272.3 
VWisconsitieacr eyerrece -5.2 | +224.3 
West North Central....| +33.6 +493 
Mormesotan. se oase oe. +56 .6 +94.7 
Oars gee VE +49.0 | +49.5 
Missouri: nee ee +34.8 +50.7 
North Dakota.......... a a 
South Dakota.......... +11.3 | +168.2 
Nebraska... 60. ssn ca +19.9 +67 .2 
Kansas) nan eect -10.3 +8.0 
South Atlantic........ +4.3 -7.6 
Delaware. s.2.4. eee, +26.8 +1.6 
Maryland ite chutes +64.6 +30.9 
District of Columbia... . +9.7 +57.1 


% Care: First Half 
as 


1944 over t Half 1943 
State and Geographic Division 
Tnitial Bene- 
Claims ficiaries! 
South Atlantic—Cont’'d 
Wirginia-f sete -4.0 —41.9 
West Virginia.......... +7.8 17.2 
North Carolina........ +80.7 +60.5 
South Carolina........ -6.1 -14.9 
Georgia: 2UR Sa, Soe 27.8 -18.9 
‘Florida.et... oe aes 34.1 45 4 
East South Central... -16.6 -17.0 
Kentuckyoose eee +1.5 +4.2 
Tennessee yes. nek cae —4.6 -11.6 
Alabama. pie eeneere -50.9 -49.9 
IMOssissippia. see eee 3.7 +12.6, 
West South Central. . -17.8 -11.7 
Arkansas etes.ceee —45 4 -54.4 
Louisiana pee ee -18.4 -8.7 
Oklahomaye ee ee +5.6 +48.8 
Texag 3" ete. ee -12.2 —5 .2 
Mountain............ +72.5 | +139.4 
Montana..............| +214.9b] +291.8 
Tdahov ce eee OOF Gn inetd Ony 
WROTE oo tists Gin seer: a a 
ColoradoW aes oe e290 +52.1 
New Mexico...... +37.2 a 
Arizona cet eee eee +104.5 | +249.2 
Utahta49 see +115.1 | +216.8 
INevadatees ai aaa a a 
Pacific. yee: serene +69.5 | +141.1 
Washing tones esr +102.7°| +142.5 
Oregonten serene +60.6 +86.8 
Galiforniat-= eee eee +67.9 | +142.7 


aes weekly number. 
*United States totals used include incomplete data for 
Hawaii and Alaska which are not shown separately. 


claim and eligibility for benefits under un- 
employment compensation, reemployment 
opportunities within a given period are 
also reflected in the proportion of claims 
filed which materialize into benefits actu- 
ally paid. For the last six months of 
1943, the actual number of beneficiaries 
compensated, on the average, represented 


aNot computed when number reported averaged less than 
50 a month. — 
bBased on six-month total estimated from incomplete data 


facturing employees, respectively, from the 
last half of 1943 to the first half of 1944. 
Both states rank high in the list of those 
with greatly increased claim loads and 
beneficiaries, 

Two states of the South Atlantic region, 
Florida and Georgia, with smaller claims 
and fewer beneficiaries in the latter period 
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have experienced no significant reversal in 
employment trend—in fact, factory em- 
ployment in Georgia is still on the in- 
crease. 

Independent factors, such as reemploy- 
ment opportunities within the state as 


Initial Claims for Unemployment 
Compensation 


Source: Social Security Board 
In Millions 


194) 


1942 1943 1944 


well as different standards of eligibility for 
claims between states, operate to prevent 
clear-cut comparisons without qualifica- 
tion. However, the above may serve as 
an indication of what may be expected 
when reconversion brings more severe in- 
dustrial dislocations. 


STRIKES 

After abating somewhat since the May 
peak, strike activity is reported by the 
Bureau of Labor Statistics to have in- 
creased again in August. A total of 485 
strikes begun in that month involved 
190,000 workers, compared with 470 
strikes the previous month with 145,000 
workers involved. Compared with August, 
1943, when anti-strike legislation was new 
on the books, strikes for August this year 
showed an increase of 56.5%, and 79.2% 
more workers were involved than in the 
same month a year earlier. A total of 935,- 
000 man days was lost owing to strikes 
during the month, more than two and a 
half times as many as in August, 1943. 


TURNOVER 

The Bureau of Labor Statistics reported 
a total separation rate in manufacturing 
industries for August of 78 per thousand 
employees—the high for the year. The 
quit rate alone equaled the rate of hirings 
for the month, while separations for other 
reasons continued at the same rate as in 
July. Women workers in manufacturing 
are continuing to quit at a more rapid 
rate than men. 

Cary R. FetpMan 
Division of Business Statistics 
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Earnings and Hours in Manufacturing 


ja\eedanne! to THe CoNnrEeRENCE 
Boarv’s regular monthly survey of 
labor statistics in twenty-five manufactur- 
ing industries, hourly earnings declined in 
August for the first time since January, 
1940. A fractionally longer work week in 
August was responsible for a slight in- 
crease in weekly earnings, “Real” weekly 
earnings also rose because living costs re- 
mained unchanged at the July level. Em- 
ployment was curtailed again in August 
and caused both total man hours worked 
and total payrolls disbursed to decline. 
Wage-rate increases granted in August 
were negligible. 


EARNINGS 


Hourly earnings of all wage earners 
dropped 0.2% in August and averaged 
$1.070. This was the first month since 
January, 1940, in which hourly earnings 
declined. This decrease was not a reversal 


At $48.89 in August, weekly earnings ex- 
ceeded all previous levels, except that of 
June, 1944. They were up $2.64, or 5.7%, 
since August, 1943; $18.28, or 59.7%, since 
January, 1941; and $21.60, or 79.1%, since 
August, 1939. 

“Real” weekly earnings in August, re- 
flecting the increase in dollar weekly earn- 
ings because living costs remained un- 
changed at the July level, also rose 0.1%. 
The August, 1944, index of 175.0 (1923= 
100) was up 3.2% as compared with the 
purchasing power of dollar weekly earnings 
in the same month of last year. It rose 
30.9% since January, 1941, and 43.3% 
since August, 1939. 


HOURS 


The average number of hours worked 
in one week by wage earners in these in- 
dustries was 45.5 in August, an increase 
of 0.1 hour, or 0.2%, from the July level. 


Average Weekly Earnings, 25 Manufacturing Industries 


Source: 
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of trend but rather a return to the normal 
trend. Work on the July 4th holiday had 
been paid for at premium overtime rates 
and as a result hourly earnings rose unduly 
in that month. Therefore, even though 
longer working hours, small wage-rate in- 
creases and reduced employment tended to 
increase hourly earnings in August, they 
were lower than those in July. They were 
4.9% higher than in August, 1943, 41.0% 
more than in January, 1941, and 48.6% 
above hourly earnings in August, 1939. 
Weekly earnings rose 0.1% from July 
to August because of longer working hours. 
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While shorter than during February, 
March and June of this year, the August 
work week was longer than in any other 
month in recent years. The increases have 
amounted to 5.3 hours, or 13.2%, since 
January, 1941, and 7.6 hours, or 20.1%, 
since August, 1939. 

Total man hours declined 0.4% in Au- 
gust because the effect of lowered employ- 
ment was greater than that of increased 
weekly working hours. The August level 
of 127.0 (1923=100) was higher than 
during any month before December, 1942, 
but lower than during any month since 
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then. In the year period since August, 
1943, man hours have declined 6.9%, but 
they have risen 42.5% since January, 1941, 
and 96.0% since August, 1939. 


EMPLOYMENT AND PAYROLLS 


The number of employed wage earners 
in the twenty-five manufacturing indus- 
tries was reduced in August for the ninth 
consecutive month. From the outbreak of 
the war until November, 1943, additional 
workers were employed by these indus- 
tries in practically every month. The to- 
tal rise from August, 1939, to the Novem- 
ber, 1943, peak was 77.9% and the total 
decline from that peak amounted to 8.3% 
in August. The August level of employ- 
ment of 137.3 (1923=100) was 7.7% be- 
low that of August, 1943, but 25.8% 
more than in January, 1941, and 63.1% 
more than in August, 1939. 

Payrolls, reflecting the decline in em- 


Cost of Living 


IVING costs of wage earners’ families 
on a wartime budget in the United 
States declined 0.1% from August to Sep- 
tember, returning to the July level. Liv- 
ing costs computed on a prewar budget 
showed no change, which brought both 
series in September to the same level of 
105.0 (1923=100). The September figure 
for the wartime budget is 1.8% above 
September, 1943. The increase in the war- 
time index since August, 1939, the month 
preceding the start of World War II, was 
25.0% and since November, 1941, the 
month before the United States entered 
the war, the increase was 13.0%. A rise of 
22.1% has taken place since the base date 
of the Little Steel formula, January, 1941. 
The purchasing value of the 1923 dol- 
lar increased from 95.1 cents in August to 
95.2 cents in September. The value in 
September, 1943, was 97.0 cents and in 
January, 1941, it was 116.3 cents. 


MAJOR ITEMS 


Food, one of the most important items 
of the budget, declined 0.4% from August 
15 to September 14. This was in a large 
part owing to the reduced prices of vari- 
ous fresh fruits and vegetables. The de- 
crease in total food costs was counter to 
general expectations as it was the first 
time that food showed a decline in Sep- 
tember since 1933, eleven years ago. Last 
year’s increase was 0.5%. Although food 
costs were 41.7% higher than January, 
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ployment rather than the very slight in- 
crease in weekly earnings, were smaller in 
August. The reduction from July was 
0.6% and that from August, 1943, 2.5%. 
At 252.2 (1923=100) they were, however, 
101.0% higher than in January, 1941, and 
191.9% more than in August, 1939. 

The results of the August survey show 
hourly earnings reduced slightly to $1.070, 
the work week fractionally longer at 45.5 
hours, and weekly earnings raised to 
$48.89. Since living costs remained un- 
changed in the July-to-August period, the 
quantity of goods and services that could 
be purchased with weekly income in Au- 
gust was slightly larger than in July. Be- 
cause fewer workers were employed in 
these twenty-five industries in August, 
total man hours and total payrolls were 
lower than during July. 


Erne, B. Dunn 
Division of Labor Statistics 


in September 


1941, 48.1% higher than August, 1939, 
and 20.9% above November, 1941, the 
1944 indexes have each been consistently 
less than the 1943 annual average of 112.6. 
They averaged 110.7 from January 
through September of this year. The Sep- 
tember figure is 3.7% less than the peak 
of 115.8 reached by the series in May and 
June, 1943. 

During the first World War period, food 
costs rose to a high of 149.2 in June, 1920, 
from the low level of 66.1 in July, 1914. 
This is an increase of 125.7%. In Septem- 
ber, 1939, food costs were at 79.2, making 
the rise from this point to the peak for this 
war period only 46.2%. 

From August to September sundries and 
clothing costs each increased a slight 
amount, 0.2%. Over the year the in- 
crease was 5.8% and 3.8%, respectively. 

Total fuel and light costs showed no 
change from August to September. The 
electricity and gas components also showed 
no change. Over the year, the picture was 
somewhat different. Total costs rose 2.7%, 
reflecting increases in fuels other than 
electricity and gas which decreased 0.4% 
and 0.1%, respectively. 

The next quarterly survey of rents will 
be made in October. It was therefore as- 
sumed for the September index that no 
change had taken place since July. The 
increase of 0.1% over the year reflected 
the increase which took place in July. 

Complete indexes for September were 
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published for sixty-three industrial cities. 
From August to September, total living 
costs declined in thirty-seven cities. This 
is the first time since March, 1944, that 
declines were experienced by a majority 
of the cities surveyed. The decreases 
ranged from 0.1% in seven cities—Cincin- 
nati, Indianapolis, Louisville, Macon, New 
York, Omaha, and Seattle—to 1.1% in 
Newark. Newark also had the largest food 
decrease of all the cities, 2.4%. 

Over the month, increases were felt by 
twenty-two cities. They ranged from 
0.1% in Atlanta, Fall River, Kansas City 
(Missouri), Meadville (Pennsylvania) , 
and Portland (Oregon) , to 2.2% in Cleve- 
land. Cleveland had an 8.7% increase in 
sundries, the result of annual surveys which 
showed increases in medical fees and prices 
of haircuts. Four cities—Des Moines, 
Lansing, Parkersburg (West Virginia) , and 
Spokane—felt no change at all. It is in- 
teresting to note that there was no change 
in any of the major components of the 
Spokane index. 

Food costs decreased over the month in 
thirty-nine cities, over 60% of the cities 
surveyed. Fourteen of these decreases 
were 1.0% or more. The two largest were 
2.2% in Memphis and 2.4% in Newark. 
Twenty-one cities showed increases, of 
which five were over 1.0%. Lansing, Port- 
land (Oregon), and Spokane had no 
change. 


ANNUAL CHANGES 


Annual changes for the sixty-three cities 
were divided into sixty increases and three 
decreases. The increases varied from 0.1% 
in Syracuse and Wilmington, Delaware, to 
4.6% in Toledo. Six other cities had in- 
creases of 3.0% or over: Milwaukee and 
Chattanooga with 3.0%; Trenton, New 
Jersey, with 3.1%; Sacramento with 3.3%; 
Green Bay, Wisconsin, with 3.5%; and 
Cleveland with 3.9%. The decreases were 
0.2% in Memphis, 1.4% in Duluth and 
2.2% in Newark. 

Food, generally speaking, is one of the 
largest factors influencing the index of 
total costs. Despite this fact, total costs 
increased in sixty cities while food in- 
creased in only twenty. This means that 
food decreased in over 60% of the cities. 
The largest decreases were 6.7% in New- 
ark, 6.4% in Duluth and 3.7% in Macon 
and Memphis. 

Indexes for Richmond and Seattle have 
been revised back to January, 1939, and 
are not comparable with previously pub- 
lished indexes. The complete series are 
available upon request. 


Mary A. Wertz 
Division of Labor Statistics 
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Tax Carry-backs, Carry-overs and Refunds 


HE carry-back, carry-forward and re- 

fund provisions of the 1942 revenue 
act have been termed the most important 
step yet taken by government to improve 
the financial position of business in recon- 
version. 

Interest in the provisions has steadily 
increased since the beginning of the year 
and the regulations have been analyzed at 
length in accounting and technical jour- 
nals... The industrial composition of 
twenty-eight corporations which have al- 
ready benefited from the carry-back pro- 
visions are shown on page 271. 

Considerable stress has been placed in 
postwar projections of national income 
upon the offset provided by carry-back 
and refund provisions to the inevitable 
cutbacks in war production. One esti- 
mate places the strengthening of the cor- 
porate economy by tax refunds at $1 bil- 
lion in each of the first two years after the 
war. 

Great weight is also given to the provi- 
sions by persons who look to the accumu- 
lated savings of individuals and corpora- 
tions as a basis for high-level demand after 
the war. 

Refund provisions have also been cited 
in recent wage negotiations as evidence 
of guarantees of a high level of postwar 
income for the corporate economy. In the 
steel case, it was maintained that a similar 
guarantee should be extended to labor in 
the form of a guaranteed annual wage.’ 


IF TAX LAWS CHANGE 


The widespread interest of both labor 
and management has been centered, how- 
ever, on the current provisions with rela- 
tively little attention paid to the impact 
on the EPT”’ carry-back of suggested 
changes in postwar corporate taxes. Econo- 


1“Excess Profits Taxation,” Law and Contemporary Prob- 
lems, winter, 1943; E, Cary Brown and J. Keith Butters, 
“Business Reserves in Present Tax Law,” National Planning 
Association, Planning Pamphlets, No. 27, November, 1943; 
Charles Melvoin, “Wartime Taxes as a Source of Postwar 
Funds,” The Journal of Accountancy, August, 1944; “The 
Tax Clinic,” edited by J. K. Lasser, (monthly feature), 
The Journal of Accountancy; Maurice Austin, “Carry-back 
and Carry-forward of Net Operating Losses,” in “Account- 
ing Problems in War Contract Termination, Taxes and 
Postwar Planning.” 


2The fact-finding panel, however, did not agree that the 
carry-backs constituted a guarantee of income in the post- 
war years. Said the panel: “The union contends that these 
provisions [carry-backs and carry-overs] amount to a guar- 
antee of earnings above the 1936-1939 average. This is 
not necessarily so. The panel also finds that “such refunds 
are not deemed to be taxable income to corporations,” add- 
ing that they “will of course be helpful to the corporations if 
their operations should become unprofitable or less profitable 
than they are at present.” It, however, finds that “the note- 
worthy feature is that these refunds would be greatest 
when losses are greatest and it is precisely at such times 
that these refunds would be of little help when compared 
with the amounts that the companies would have to pay 
to the employees for whom they could find no work.” 


3‘E}PT” is used for the term “Excess-profits taxes.” 
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mists who have followed this problem 
closely have discovered a growing division 
in industry over repeal of the excess-profits 
tax law, particularly if its repeal car- 
ries with it the termination of the 
EPT" carry-back. Certain industry groups 
whose postwar profit prospects are good 
would find it to their advantage to sacri- 
fice the carry-back and related items if it 
would mean the end of excess-profits taxes. 
A second group, fearing deflationary trends 
in industry generally or in their own enter- 
prises, is more interested in retaining the 
carry-back clauses than in the repeal of 
the excess-profits tax. 

Many, if not all, of the many postwar 
tax plans assume unqualifiedly that the 
carry-back could be continued after repeal 
of excess-profits taxes. This assumption 
is now seriously questioned. To focus at- 
tention upon this significant problem and 
to help acquaint industry members with 
the sharply divergent views which are de- 
veloping, the National Industrial Con- 
ference Board will devote one of the round 
tables at its forthcoming November meet- 
ing to exploring. the subject of “Carry- 
back, Carry-over and Refund Provi- 
sions.”* Representatives of the Treasury, 
industry and professional tax counsels will 
be present to discuss this vital question 
and to reply to questions from the floor. 


1The 264th meeting of the National Industrial Conference 
Board will be held at the Waldorf-Astoria Hotel in New 
York City on November 16, 1944, 


As a contribution toward a better un- 
derstanding of the issues at stake and to 
assist Associates of the Board who plan 
to attend the session, the major issues be- 
hind the current controversy are analyzed 
here. Reprints of this article will be made 
available to Board Associates upon re- 
quest. 


CONTROVERSIAL QUESTIONS 


Professional fiscal experts have built 
their case largely upon industry or cor- 
porate aggregates or upon averages. Cor- 
porate judgment regarding the repeal of 
excess-profits taxes is of necessity more 
heavily weighted by net gain or loss accru- 
ing to the individual enterprise. 


The following questions are pertinent to 
both approaches: 


1. Can it be expected that the carry- 
back of unused EPT credits will be re- 
tained after repeal of EPT, or is this 
politically, legally or otherwise in- 
feasible?! 

2. Would the benefits of repeal of EPT 
be greater than those of retaining the 
carry-back? 


3. Under what conditions could any 
one corporation find retention of the 
earry-back more adyantageous than 
repeal of EPT? 


4. Approximately what amounts of 
early postwar cash are assured corpora- 
tions by means of the carry-backs and 
refund? 


5. Are carry-back benefits evenly dis- 
tributed among the various industries 
and individual corporations? What fac- 
tors influence this distribution? 


6. Will the value of carry-backs and 
refunds be reduced by reason of lag in 
payment? If so, how may this defect 
best be remedied? 


7. To what degree are carry-backs and 
refunds likely to burden the Treasury in 
early postwar years? How large a loss of 
revenue would repeal of the EPT entail? 


8. Would such a burden embarrass the 
Treasury in times of depression when 
amounts due under carry-backs and 
refund would be greatest and revenues 
lowest? 


VARIABILITY OF PROFITS 


In essence, the carry-back and carry- 
over provisions provide for the determina- 
tion of taxes on the basis of a five-year 
average. Subnormal earnings can be set 


Jn particular, reduction of the fiscal burdens imposed 
upon the high income brackets and upon large-scale business 
and removal of administrative fetters would be highly un- 

pular and could hardly be carried to the requisite extent 
in a situation in which high rates of taxes on all income 
will continue to be necessary. Intellectuals and organized 
labor will emerge from the war in a radical frame of mind.” 
J. A. Schumpeter, “Capitalism in the Postwar World,” in 
“Postwar Economic Problems,” McGraw-Hill, 1943, p. 121. 
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off against profits of the two preceding or 
two subsequent years. The high variabil- 
ity of income determined on an annual 
basis is graphically portrayed in the ac- 
companying chart. Outstanding in this 
chart is the extreme volatility of profits 
throughout a period covering more than 
two decades. 

The EPT compensatory provisions, 
against this background, provide an excel- 
lent mechanism for smoothing out the 
giant swings above and below the long- 
term return.’ Through it, restoration is 
made, at least in part, of income unduly 
taxed away under conventional tax provi- 
sions geared to profits determined on an 
annual basis; and long-term trends are at 
least given partial consideration. 

Income, before taxes, is found to re- 
spond in sharply divergent fashion to 
changes in business activity in the durable 
and nondurable sectors of manufacturing. 
For nondurable goods industries, the level 
of earnings relative to the 1919-1939 aver- 
age is consistently below the comparable 
level for the durablé goods companies in 
periods of expansion. Conversely, earn- 
ings consistently fall off less in nondurable 
manufacturing during periods of depres- 
sion. Variability of earnings above and 
below long-term trend characterizes the 
profit record of the durable goods’ sector. 

Earnings in the durable goods field have 
mounted at a far greater rate than for all 
manufacturing and for nondurable produc- 
tion since the war began. The unbroken 
pattern since 1919 suggests that durable 
goods would again be most violently de- 
pressed in the event of a deflationary re- 
action in the period of reconversion. The 
divergent views held in industry regarding 
retention of EPT compensatory adjust- 
ments emerge at least in part from this 
historically divergent pattern of profits. 

As a result of the more violent swings 
in income the durable goods manufacturers 
under wartime taxation paid a greater pro- 
portion of their income in taxes than the 
nondurable goods industry. Table 1 re- 
veals that in 1942 durable goods industries 
had accrued income and excess-profits-tax 
liabilities of $5,021 million as against $2,- 
455 million for nondurable goods. In 1943, 
accrued taxes had risen to $6,048 million 
for the durable goods sector of the econ- 
omy, but only to $2,860 million for the 
nondurable goods sector. As a result, the 
ratio of income taxes to income before 
taxes rose from 60.2% in 1942 to 63.3% 
in 1943 for the durable goods sector, while 
the rise for the nondurable sector was from 
55.1% to 57.0%. 


1The variability of income before taxes is shown in the 
accompanying chart, since it is the fluctuation in that item 
that carry-back and carry-over provisions are designed to 
counteract. However, the smoothing effect is reflected in 
income after taxes only. 
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During a depression the losses incurred 
are also of greater magnitude in the dur- 
able goods industry. Without carry-over 
or carry-back provisions, no consideration 
is given to the greater relative decline in 
the durable goods industry in determining 
taxes. 


REPEAL AND THE CARRY-BACK 


As earlier stated there is a substantial 
body of opinion which holds that repeal of 
the excess-profits tax without simultane- 
ous repeal of carry-back of EPT credits is 
politically infeasible. Some persons who 
hold this view add that it would also be 
inequitable.* 

There is also difference of opinion con- 
cerning the legal status of unused EPT 
credit in the event of repeal of the EPT 
law. A minority opinion holds that pay- 
ment of excess-profits taxes under the ex- 
isting law has been made on condition that 
these tax obligations would, upon request 
of the taxpayer, be redetermined in light 
of subsequent events. Hence, in the ab- 
sence of specific repudiation by Congress 
of this claim of the taxpayer upon the 
Treasury, any carry-back which would be 
permissible under existing law would still 
be valid for two years after repeal. The 
majority view, however, appears to be that 
a “saving” clause would be required in 
any repeal act to keep the carry-back of 
unused EPT credit in force. 

The view that repeal of the excess- 
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Unused EPT Credit 


An unused excess-profits credit! for any 
taxable year beginning after December 31, 
1941, may be applied as a carry-back 
against an excess-profits net income for each 
of the two preceding taxable years and as a 
carry-over for each of the two succeeding 
years. The carry-back is only to a taxable 
year beginning on or after January 1, 1941. 
It is first to be used against the earlier of 
the two preceding years and any remainder 
may be applied to the taxable year imme- 
diately preceding. What is not utilized as a 
carry-back may be used as a carry-over to 
offset an excess-profits net income in the 
first succeeding year, then in the second 
succeeding year. 

An unused EPT credit in 1940 and 1941 
can be carried over for two years. There is 
no provision for a carry-back in these early 
years. 

1Excess over excess-profits net income. 


CASE FOR CARRY-BACKS 


Against this view it is argued that the 
existing excess-profits tax was designed to 
tax away excess war profits. Profits earned 
after peace is restored can scarcely be 
termed war profits. Certain postwar out- 
lays, on the other hand, (maintenance de- 
ferred during the war, reconversion, re- 
building prewar markets, etc.) are war- 
caused outlays. As war costs, such out- 
lays should be deducted from profits re- 
ported in war years to determine war prof- 
its. Repeal of the excess-profits tax with 


Table 1: Income and Taxes of Durable and Nondurable Manufacturers 
in 1942 and 1943 


Source: 


Department of Commerce 


Millions of Dollars 


1943 

Income Income 

Before After 

Taxes Taxes 
All Manufacturing........| $14,573 $5,665 
Durable nq. cpnat eee 9,554 3,506 
Nondurable. aes ese 5,019 2,159 


profits tax should carry with it repeal of 
the carry-back of unused excess-profits tax 
is usually defended on the ground that cor- 
porations have the choice of two methods 
of computing excess-profits taxes, and in 
addition have the benefit of many “relief” 
provisions. This view further holds that 
the treatment accorded corporations in 
this law is “generous.” Further “conces- 
sions” such as the privilege of carrying 
back unused EPT credit after repeal of the 
law would, accordingly, be unwarranted. 


See Roy Blough’s address at the annual meeting of the 
American Institute of Accountants in St. Louis, October 19, 
1944. A report of the combined research organizations of 
the Treasury and the committees of the two houses of Con- 
aie is understood to be nearing completion, but nothing 

as been made known of its contents. 


1942 
Taxes as % Income Taxes as % 
of Income After of Income 
Before Taxes Before 
$12,794 $5,318 58.4% 
8,341 3,320 60.2 
4,453 1,998 itive! 


a continuation of the carry-back of ex- 
cess-profits-tax credit is held to come near- 
est to the original purpose of the existing 
law. 

A corporation with good immediate 
postwar prospects would be greatly bene- 
fited by a repeal of the excess-profits tax, 
and will suffer no harm by loss of the 
privilege of carrying back unused excess- 
profits-tax credits. The corporation with 
good reason for expecting earnings lower 
than average in the early postwar years 
would usually be interested in the carry- 
back if it had paid excess-profits taxes. 
It would not suffer greatly from a con- 
tinuation of the excess-profits tax-in the 
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Net Operating Loss 


If a corporation has a net operating loss! 
for any taxable year beginning after Decem- 
ber 31, 1941, the loss may be carried back 
for each of the two preceding taxable years 
and carried over for each of the two suc- 
ceeding years against net income. The same 


principle of carrying-back before carrying- 
over explained under “Unused EPT Credit” 
extended to net operating losses. 

Net operating losses for 1939-1941 may 
be carried over as a loss to the two succeed- 


ing years. Losses prior to 1938 are not 
deductible from income of later years. 
1The excess of deductions over gross income. 


early postwar period. Few corporations 
are in a position to set one alternative 
against the other as a hedge. 


Any excess-profits tax levied in the 
early postwar period and any carry-back 
of credits permitted would, by and large, 
affect two different groups of corporations. 
Any corporation obliged to pay an excess- 
profits tax in any given year would have 
no unused EPT credit in that year, and, 
conversely, any corporation with an un- 
used credit would have no excess-profits 
tax to pay. 

The carry-over and carry-back of oper- 
ating losses is a part of the income tax 
rather than of the EPT law. Its con- 
tinuation is, apparently, more or less taken 
for granted—assuming a continuation of 
the corporate income tax itself. The re- 
fund of 10% of excess-profits taxes paid 
takes the form of a definite commitment, 
and is, therefore, quite independent of 
amendments or repeal of the excess-profits 
tax in the future. The carry-over of un- 
used EPT credit would logically end with 
the excess-profits tax itself, since it is ap- 
plicable only to a reduction of future ex- 


cess-profits taxes otherwise due and pay- 
able. 


EPT CONCENTRATION 


Theoretically, the maximum amount 
which the Treasury could be called upon 
to repay to corporations under the ex- 
isting income-tax and_ excess-profits-tax 
law during the first two postwar years 
may be taken for practical purposes as the 
sum total of income and _ excess-profits 
taxes accrued on the last two years of war 
income. If the war were to end early in 
1945, this total would approximate $27.5 
billion. Actually, this figure would not be 
approached, since, first, corporations could 
claim the total amount only if they lost 
as much money during the first two post- 
war years as they made during the last 
two war years; and, secondly, the losses 
of these corporations would have to match 
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previous profits, corporation by corpora- 
tion." 

The amounts paid as income and excess- 
profits taxes, particularly excess-profits 
taxes, vary widely among individual cor- 
porations, ‘Treasury estimates of excess- 
profits-tax accruals for 1944 amounted to 
$8,990 million. Corporate income-tax ac- 
cruals for the same period were $4,375 mil- 
lion. 

How extensively these levies are concen- 
trated in a relatively small number of com- 
panies is indicated in Table 2, which shows 


Table 2: Ten Corporations with Excess- 
profits Tax Liability of More than 
$50 Million in 1943 
Thousands of Dollars 


Excess- 


ostwar 
Company DN) a ee a 
General Electric Co........| €166,500} 28,657 
General Motors Corp....... 158,286 n.d. 
Bethlehem Steel Corp. .....| 105,889] 21,561 
Atchison, Topeka & Santa 
HeyRailweayaC onsen 102,269 n.d. 
Curtiss-Wright Corp.......| 81,787] 17,081 
Aluminum Co. of America..| 73,689} 9,823 
Union Pacific Railroad Co..} 71,721] 7,969 
Pennsylvania Railroad Co..| 71,028 n.d. 
E. I. du Pont de Nemours & 
COgr eticutast Mens: poet e66,339| 15,182 
Bendix Aviation Corp..... 65,566) 7,532 
otal see O50 CAN LOTsO00 


1The postwar refund or debt retirement credit has been 
deducted from the gross excess-profits-tax liability. 

2As accrued on the company’s balance sheet at the end 
of the fiscal year 1943. 

eEstimated by multiplying the 1943 postwar refund or 
debt retirement credit by 9. 

n.a. Not available. 


that ten large corporations alone reserved 
$963 million against excess-profits liabili- 
ties in 1943.2 This is approximately one- 
tenth of all excess-profits tax accruals in 
that year. The railroad companies are an- 


271 


“In 1943, out of 129 Class I railways 
whose annual reports are at hand, 17 had 
no federal income or profits taxes, 43 re- 
ported normal and surtaxes but no excess- 
profits taxes, 66 reported excess-profits 
taxes in addition to normal and surtaxes, 
and 3 could not subdivide the total tax be- 
cause of system complications. Excluding 
these last three the total federal income 
and profits taxes were as follows: 


Normal and surtax......... $ 427,147,254 
Excess-profits tax........... 827,993,960 


$1,255, 141,214 


“The complete total shown in monthly 
reports for 1943 was $1,334,894,088 
(Statement M-125). Of the $827,993,960 
excess-profits taxes, nearly one-eighth was 
reported by a single railroad. The 12 larg- 
est payers account for over 70% of the 
total excess-profits taxes. These roads 
with the largest carry-back possibilities are 
the least likely to need them. However, 
all except a small number of relatively un- 
important roads in 1943 paid some normal 
and surtaxes subject to recomputation by 
carry-back operating losses, and hence the 
benefit from carry-back provisions would 
be in some degree generally applicable if 
there should be widespread deficits soon 
after the war. Furthermore, the many 
roads that pay excess-profits taxes may 
benefit without deficits, if their net in- 
comes merely fall below the credit exemp- 
tion representing normal earnings.” 


INDUSTRIAL PATTERNS 


All industry groups have not benefited 
by the war. Some industries, for example 
aircraft, have shown unprecedented in- 
creases in income. Others, like the tobacco 
industry, have been little affected by the 
war program and have had relatively 
stable earnings. Still other companies, as 


Table 3: Carry-back Experience, by Industry Groups 
Thousands of Dollars 


Number Net Amount Excess-profits Tax Paid in: 
0 
Industry Companies Carry-back! 1942 1941 

Trontand|steelit.. tcc tine « itch eeaw aes 5 3,094a 12,2134 18,576a 
d rayays LS 5. Odie cee Gane hen ayo conc alte ceo near 4 1,249 3,284 262 
Retalltrade wan om hide Meare stunt: 4 1,113 19,163 16,295 
Mextile-smull products#.a.e cnet a 750 1,350 2,312 
Stone, clay and glass products........... 3 119d TAD 323b 
Machinery, nonelectrical................ Q 561 892 438 
(Coustriction semen nara aes 2 339 15503 9 eect 
(@lenaicalss cys. epee -.t wok. state sare hers 1 22 62 men ae 
Railroad equipment.................... 1 572 n.d n.d. 
IMGtorvenicles@e.ctar ow easa ee es. 1 226 vee 368 
Sporting and athletic goods............. 1 376 34 445 
tir aya COME ee L ee Tne ahh si acoso kee cP 1 567 720 1,257 


1As reported on the company’s statement for the fiscal 
year 1943, 


other example. According to the Inter- 
state Commerce Commission: 


1The second reservation is frequently overlooked. The 
first reservation ignores the small specific exemption. 

2Funds reserved out of income in any given year are actu- 
ally paid into the Treasury during the following year. 


aFor four companies, 
bFor two companies. 


in the cement industry, have been ad- 
versely affected by the war and have 
shown declines in income. 

Indeed, a number of corporations found 
their 1943 profits experience such that 
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they were able to make EPT credit carry- 
back claims. Twenty-eight of these cor- 
porations (two of which are cement com- 
panies included in Table 6) are listed in 
Table 3. 

With these different income patterns in 
mind, four industries have been selected 
to illustrate the possibilities of the vary- 
ing effect of the carry-back provision. It 
is assumed that the war will end some- 
time early in 1945 and that the carry-back 
provisions will still be in force at the end 
of 1945. 


Oil Companies’ Carry-backs 


Relatively little excess-profits tax has 
been paid by producers of crude petroleum 
and natural gas. For the most part these 
corporations are engaged in the acquisition 
and development of petroleum lands and 
not in the transportation or refining of 
crude oil. This category excludes inte- 
grated firms which are engaged in all 
phases of the petroleum industry. 

Under the spur of war demand, crude 
petroleum production in 1943 was approx- 
imately one-quarter above the 1935-39 
average. As shown in Table 2, the gross 
operating income of twenty-nine crude pe- 
troleum producers in 1943 was almost 
40% higher than in 1939. Income, before 
taxes and reserveS, more than tripled be- 
tween 1939 and 1943. Because of the spe- 
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companies could at most claim about $1.2 
million in previously paid taxes. If any 
company suffered an operating loss it 
could, of course, collect a portion, too, of 
its income taxes paid in the two previous 
years. 


Tobacco Refund Claims 


The rate of return in the tobacco indus- 
try has been relatively unchanged in peace 
and war. Through 1942 dollar income 
increased in direct proportion to sales. 
Starting with 1941, tobacco manufacturers 
incurred substantial excess-profits-tax lia- 
bilities—from $20.8 million in 1941 to 
$39.1 million in 1943. The favorable 
base-period earnings record has not pre- 
vented the tobacco industry from incurring 
sizable excess-profits-tax liabilities during 
the war. 

Hence as a result of their large pay- 
ments of income as well as excess-profits 
taxes, these sixteen companies, represent- 
ing from 80% to 90% of the industry, 
have a large “base” upon which to draw 
should their earnings fall below their EPT 
credit. However, since historical evidence 
suggests that the earnings of tobacco man- 
ufacturers will not decline after the war, 
it would seem that they will never be 
able to establish much of a claim for the 
refund of taxes. 


Table 4: Income and Taxes of 29 Crude Petroleum and 
Natural Gas Producers 
Thousands of Dollars 


Contingency,| Income after 


Income be- 


Gross 
fore Taxes 


Operating 
Income 


Federal 
Excess-profits 


wee Tens Be Pence aay 
Reserves Reserves 
LOSG lee een: 27,107 262 27,369 
LOS Tan oe 34,482 209 34,691 
VOSS are 20,248 Q27 20,475 
989 ere G4 14,521 195 14,716 
L940 Barats 17,833 179 18,012 
1941 fee eee 26,102 1,504 27,606 
E942 Pheer, 32,504 513 33,017 
LOAS eerie 39,006 812 39,818 


10ne leer | reported only 10 months’ data. 
alncludes “other taxes” of one company. 


cial methods of accounting allowed the 
petroleum industry under the tax regula- 
tions and because of allowances made for 
depletion, these twenty-nine companies set 
aside only $598,000 in excess-profits taxes 
on an income of $51,308,000 in 1943. 
Hence their “base” for refund of excess- 
profits taxes is insignificant, assuming that 
their excess-profits-tax liability in 1944 
will be about the same as in 1943.7 

In the event of a serious decline in the 
immediate postwar period which would 
substantially depress their income, these 


1This is a liberal assumption since tax provisions for 15 
crude petroleum producers in the first half of 1944 had de- 
clined 33.4% from the first half of 1943, The Conference Board 
Business Record, September, 1944, p. 219. 


131,887b 
156,190b 
146,800 
140,848 
143,663 
167,006 
178,520 
195,790 


bGross operating income reported by 28 companies. 
cIncludes excess-profits tax of one company. 


If we assume that these sixteen tobacco 
companies have EPT liabilities for the 
year 1944 in an amount equal to their 
1943 liability,” the Treasury will receive 
about $78 million. It is doubtful whether 
any of this amount will be refundable. 


Carry-back in Cement 


Cement provides a good illustration of 
an industry which has been adversely af- 
fected by the war but which may be ex- 
pected to rise after the war. Income, be- 
fore taxes in 1941 and 1942, was roughly 
three times its base-period average. As a 
result, the cement industry incurred EPT 


1Six months’ reports indicate a slight rise in tax accruals, 
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Net Capital Loss 


A net capital loss in any taxable year 
beginning after December 31, 1941, may be 
carried over to each of the five succeeding 
taxable years to offset any net capital gains. 
But the carry-over may not be included in 
computing a capital loss for following tax- 
able years. If there is a net capital loss in 
more than one year, the carry-over from 
the earlier year must be completely used 
before applying the later ones. 

A net short-term capital loss for the last 
taxable year beginning in 1941 may be car- 
ried over to offset a similar gain in the suc- 
ceeding taxable year. The capital loss 
carry-over from 1941 is not to exceed the 
net income for the year. 


liabilities of $3.7 million and $9.4 million 
in 1941 and 1942, respectively, a sizable 
base for tax refunds. 

In 1943, income, before taxes, declined 
to $10.7 million, or about 25% above the 
level of 1936-39. As a result, two com- 
panies were able to claim refunds of $119,- 
000 of taxes paid in 1941. However, since 
unused EPT credits in 1944 cannot be ap- 
plied against taxes paid in 1941 (except 
possibly in the case of a four-year carry- 
back)* cement companies can no longer 
look to 1941 taxes as a source of refunds. 
At the end of 1944, if their income remains 
at about the 1943 level, they will have lost 
the opportunity to reclaim any of the $9.4 
million of excess-profits taxes paid in 1942 
as well. Building activity is expected to 
increase after the war, with a correspond- 
ing gain in the income of cement manufac- 
turers. Hence it may be that cement 
manufacturers will never be able to re- 
claim any substantial portion of their ex- 
cess-profits taxes paid during the relatively 
good years of 1941 and 1942. 


Situation in Aircraft Industry 


The aircraft industry presents a good 
example of expansion as a result of the 
war. In 1939 twenty-two companies 
earned, before taxes, $35.6 million. Under 
the stimulus of war demand, income in 
1943 had increased more than fourteen 
times to $554.4 million. With this pheno- 
menal increase in income, and with a poor 
base-year average, this group alone had 
excess-profits tax accruals of $254.1 million 
in 1942 and $378.2 million in 1943. Their 
tax payments in 1944 will be as large as 
1943. 

If the end of the war were to come 
sometime in early 1945, these twenty-two 
companies’ would have a_ substantial 


rs footnote two, nie 9. 
2Since 15 companies had a fiscal year ending in Decembe 
4 in September, 2 in November and 1 in October, the end of 
ae war an early See would force the task of readjustment 
0 peacetime production to take place during th j 
Portion of fiscal 1945. Sie 


B7s.0.6 
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“base” upon which to draw for tax re- 
funds. If we assume that their tax lia- 
bilities in 1944 are equal to 1943 payments 
they will have a “base” of approximately 
$756.4 million upon which to draw for the 
refund of taxes. This EPT “base” is about 
forty-one times their average income, be- 
fore taxes, for 1936-39, 


This contrast in magnitudes seemingly 
puts the aircraft manufacturers in a fa- 
vorable position for the refund of EPT 
taxes. It is, however, misleading. If 
it is assumed that in the first two years 
after the end of the war, each of the 
twenty-two aircraft manufacturers were 
to break even, the most they could claim 
in refunds would be $15.§ million. This 
is calculated as follows: their base-period 
average of $18.3 million’ could be applied 
as the basis of a carry-back to 1944 and 
1943. As the result of such carry-back, 
aircraft manufacturers would receive 41% 
of $18.3 million plus 45.5% of $18.3 mil- 
lion, or $15.8 million. The remaining 
$84 million would not become the basis 
for a refund, unless the aircraft manufac- 


1This is not the actual EPT exemption but simply an 
average of income before taxes for 1936-39. 
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turers actually incurred an operating defic- 
it in the two years immediately following 


the 


war. 


RECONVERSION COSTS 


Corporations which have had _ their 
plants most radically changed in order to 
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the war years. The extent of their claims 
will, however, depend partly upon the de- 
gree to which reconversion costs are 
chargeable against current operations un- 
der Treasury regulations. They may have 
been partly charged to war operations. A 
Treasury policy which would permit the re- 


Table 6: Income and Taxes of 16 Cement Manufacturers 
Thousands of Dollars 


LOS 6 ey 4. Rates 
LOS Tosh eecrosie 
1938 che. ceteno 


1939 


L940 Ero oen 
OST cies wesc. 
OA egret 
1043 ee 


aSales reported by 14 companies. 
bSales reported by 15 companies. 


Net 
Income 


Contingency,| Income after 
Inventory 
and Postwar 


Reserves 


Federal r Income be- 
eee Income Pe fore faxes Sales 
Reserves SEES exes Reserves 
8,435 1,418 9,853 64,7984 
7,073 928 8,001 65,8794 
3,780 819 4,599 63,3006 
9,080 1,702 Bihege 10,782 75,007 
9,328 2,946 129 12,403 84,297 
12,364 5,418 3,768 21,550 110,944 
10,935 5,690c 9,359 25,984 121,272b 
5,419 3,630c 1,638 10,687 90,788b 


meet purely war needs will face huge re- 
conversion costs before a “normal” flow 


of income develops. 


They are, therefore, 


likely claimants for refunds, particularly 
against excess-profits taxes paid during 


Table 5: Income and Taxes of Tobacco Companies 
Thousands of Dollars 


Contingen- | Income Federal Income 
cy, Inven- | after Taxes | Federal Excess- before 
Net Income] tory and | put before | Income profits Daxestand Sales 
Postwar Reserves Taxes Taxes Reserves 
Reserves 
93,706 | 18,710 112,416 | 976,008 
94,510 | 16,641 111,151 1,035,577 
91,846 | 18,319 110,165 |1,026,912 
95,723 | 19,962 ee 115,685 |1,049,957 
97,178 | 31,975a 963 | 130,116 |1,136,451 
Rts vets 87,422 | 40,7834, b} 20,751 148,956 |1,287,409 
50 79,206 | 48,41la,c] 37,848 | 165,465 |1,490,377 
912 78,572 | 48,144a,c] 39,136 | 165,852 |1,742,317 
80,762 | 16,597 97,359 | 865,731 
83,185 | 14,761 97,946 | 920,855 
80,400 80,400 | 16,092 96,492 | 912,872 
84,137 84,137 | 17,659 ANG 101,796 | 935,081 
84,928 84,928 | 28,295 850 | 114,073 |1,015,759 
75,703 75,703 | 36,090 20,621 132,414 |1,160,173 
68,685 Ae 68,685 | 41,728 37,229 | 147,642 |1,348,749 
67,275 500 | 67,775 | 41,610 35,177 | 144,562 |1,590,195 
4,081 4,081 T44 4,825 56,640 
3,910 3,910 743 4,653 59,392 
3,692 3,692 772 4,464 56,491 
3,989 3,989 895 once 4,884 59,090 
4,957 4,957 1,949a 113 7,019 64,944 
5,211 eS 5,211 2,209a 110 7,530 72,152 
4,742 50 4,792 3,274a 121 8,187 83,193 
5,123 412 5,535 3,368a 3,448 12,351 90,387 
TOS8G. nyse 8,863 8,863 1,369 10,232 53,637 
MOST. scdeerer 7,415 7,415 1,137 8,552 55,330 
1938 Seschsevs ove 7,754 7,754 1,455 9,209 57,549 
OS Ose ee. 7,597 7,597 1,408 9,005 55,786 
T9040 RE eee. 7,293 7,293 1,731 sane. 9,024 55,748 
MOA caecsiel- 6,508 6,508 2.4846 20 9,012 55,084 
NGA persia Sie 5,729 5,729 | 3,409¢ 498 9,636 58,435 
1948 uit ae 5,262 5,262 3,166¢ 511 8,939 61,735 


alncludes state and Cuban income taxes of two companies. 
bIncludes excess-profits tax of one company. 


eo 


cIncludes state income taxes of one company. 


cIncludes excess-profits tax of one company. 


mainder of these costs to be deducted from 
postwar income for tax purposes appears 
to be plainly in the public interest. In 
actual practice, however, situations of this 
sort are usually not so simple as might be 
supposed, and analyses of the postwar 
benefits of EPT carry-backs cannot ignore 
unfavorable possibilities. 

The date within the fiscal year in which 
the war comes to an end may also make 
considerable difference in the amount of 
claims. To illustrate: during the first 
half of the first postwar year, operating 
losses of Corporation X are substantial; 
during the second half, losses are small, or 
perhaps nonexistent, as the flow of civilian 
supplies assumes more or less normal pro- 
portions. The end of the war may come 
at such a point that the six months of 
heavy postwar losses fall in a fiscal year 
the first half of which was characterized 
by large war profits. The six months of 
more favorable results would then fall in 
the next fiscal year, the latter part of which 
shows good profits from peacetime opera- 
tions. Under these conditions, no operat- 
ing loss is likely to be shown in any fiscal 
year, and unusable excess-profits tax cred- 
it may well be small or even nonexistent. 

If the end of the war should coincide 
with the end of the corporation’s fiscal 
year, the heavy losses of the first half of 
the year would then be combined with 
the lighter losses (or perhaps a slight 
profit) of the second half to make a full 
fiscal year’s return. The result would 
probably be an operating loss of signifi- 
cant proportions. These illustrations are 
obviously extreme, but between the two 
many cases may well fall." 


1For the convenience of readers who are not specialists 
or who have not had occasion to acquaint themselves with 
the intricacies of the existing law, an illustration of their ap- 
plication to a hypothetical corporation is shown in Table 9 
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Table 7: Income and Taxes of 22 Aircraft and Parts Companies 
Thousands of Dollars 

Contingency,| Income after} federal Federal Income be- 
Year Net Inventory Taxes but Income | Excess-profits| fore Taxes Sales 
Income and Postwar before Taxes Taxes and 
Reserves Reserves Reserves 
1936. 5,572 5,572 914 6,486 77,618 
1937. 8,444 8,444 2,193 10,637 120,909 
1938. 16,859 16,859 3,789 20,648 161,999 
LOS Oiccctscee te? 27,750 peer 27,750 7,855 ene 35,605 249,333 
1940. 61,545 450 61,995 32,918 30,085 124,998 514,298 
NDAD crt trcyes iene 98,549 23,005 121,554 65,306a | 183,392 370,252 {1,395,566 
1942. 81,182 32,924 114,106 36,2526 | 254,089 404,447 |3,684,763¢ 
1943. 90,832 54,827 145,659 30,5195 | 378,232 554,410 |6,177,094¢ 


alncludes excess-profits tax of 4 companies. 
bIncludes excess-profits tax of 2 companies. 


REFUND VAGARIES 


Some of the peculiarities of the EPT car- 
ry-back were presented by Roswell Magill 
in his statement filed in the recent steel 
case:* 


“In actual operation, the unused excess- 
profits credit adjustment may be of no 
benefit whatever to the steel companies. 
For example, a steel company having an 
adjusted excess-profits net income of $10 
million in 1942 and a net operation loss 
of $10 million in 1944 will not receive from 
its 1944 unused excess-profits credit any 
benefit at all in respect of its 1942 taxes, 
because after deducting the loss there 
would not be any net income from which 
to deduct the unused credit. The carry- 
back of the 1944 net operating loss against 
the 1942 income would, however, result in 
a refund so that the taxpayer would get 
some relief from the net operating loss 
carry-back. 

“Tf the federal taxes of a steel company 
are sufficiently high to permit the appli- 
cation of the over-all 80% limitation, then 
the unused excess-profits credit adjustment 
may be of no advantage whatsoever to 
such company... . 


Carry-back May Be Unprofitable 


“(a) If after the carry-back of the un- 
used excess-profits credit the 80% limi- 
tation may still be applied, the carry- 
back of such unused excess-profits credit 
will result in a loss of postwar refund in 
the amount of 4% of such carry-back. 
That is to say, a carry-back of $100,000 
unused’ excess-profits credit will result in 
an actual loss of $4,000 in postwar refund, 
if, after such carry-back, the taxpayer is 
still subject to the 80% tax. That result 
can be made clear by an illustration: 

“A taxpayer with a net income in 1942 
of $1 million and an excess-profits credit 
of $100,000 would pay a 90% excess-profits 
tax on $900,000 ($1 million net income 
less $100,000 excess-profits credit), or 


1Before the National War Labor Board (Steel Panel) 
Case No. 111-6230—D (14-1, et. al.) in the Matter of Car- 
negie-Illinois Steel Corporation, et al., and United Steel- 
workers of America. 

2For the purpose of this and subsequent illustrations, the 
$5,000 specific exemptidn is ignored. 


cSales reported by 21 companies. 


$810,000 in excess-profits taxes, and in 
addition a 40% normal tax and surtax on 
$100,000, or $40,000 in ordinary corporate 
taxes. Thus the aggregate federal income 
and excess-profits taxes would be $850,000 
($810,000 excess-profits tax plus $40,000 
normal tax and surtax), if it were not for 
the provision limiting such taxes to a 
total of 80% of net income. Because of 
that limitation, the aggregate normal tax, 
surtax and excess-profits tax is $800,000 
(80% of $1 million). Inasmuch as the ex- 
cess-profits tax under the 80% limitation 
is $760,000 (that is, the $800,000 over-all 
less $40,000 normal tax and surtax), the 
taxpayer has a postwar credit of $76,000 
(10% of $760,000 excess-profits tax), or a 
net tax of $724,000 ($800,000 less $76,000) . 

“Tf the taxpayer shall break even in 
1944 and shall carry back to 1942 its ex- 
cess-profits credit of $100,000 which it was 
unable to use in 1944, it will have for 
1942 a normal tax, surtax and excess- 
profits tax in the aggregate amount of 
$800,000, that is, a 90% excess-profits tax 
on $800,000 (1 million net income less its 
1942 excess-profits credit of $100,000 and 
its 1944 unused excess-profits credit of 
$100,000) or $720,000, and a 40% normal 
tax and surtax on $200,000 ($1 million 
net income less the $800,000 subject to 
excess-profits tax) , or $80,000. Hence, al- 
though as the result ofthe carry-back the 
excess-profits tax would be reduced by 
$40,000, or from $760,000 to $720,000, the 
normal tax and surtax for that year would 
be increased by $40,000, or from $40,000 
to $80,000, so that the total tax for 1942 
($800,000) would remain the same after 
taking into account the $100,000 unused 
excess-profits credit carry-back. But, not- 
withstanding that fact, the taxpayer 
would be worse off as the result of the 
carry-back of the 1944 unused credit, be- 
cause the taxpayer thereby would reduce 
its postwar refund from $76,000 (10% of 
$760,000) to $72,000 (10% of $720,000) 
and suffer a net loss in postwar refund of 
$4,000, or 4% of the $100,000 unused 
credit. 


Carry-back with Little Value 


“(b) If, as the result of the carry-back 
of unused excess-profits credit from 1944 


October, 1944 


to 1942, the 80% over-all taxpayer is un- 
able to apply the over-all 80% limitation, 
the tax advantage of such carry-back may 
still be negligible. It can never be as 
much as 41% of such carry-back. Thus, 
if a corporation had in 194% a net income 
of $10 million and an excess-profits credit 
of $1,100,000, then, since the 80% over-all 
limitation is applicable to it, it showed 
a normal tax, surtax and excess-profits tax 
liability of $8 million when it filed its 
1942 return, of which $440,000 is its nor- 
mal tax and surtax, and it showed a post- 
war refund of $756,000 (that is, 10% of 
$8 million minus the $440,000 normal tax 
and surtax) or a net tax, after deducting 
such refund, of $7,244,000 (that is, $8 
million minus $756,000). Now, if the cor- 
poration should break even in 1944 and 
carry back to 1942 its unused excess- 
profits credit of $1,100,000 for that year, 
it would be entitled to a refund of only 
$46,000* after taking into account the re- 
duction of the postwar refund, or a little 
less than 4.2% of such unused excess-prof- 
its credit. 

“Thus, it is seen that, in practical op- 
eration, the unused excess-profits credit 
adjustment will produce widely varying re- 
sults, some favorable and some unfavor- 
able to the taxpayer. ... 

“The examples above set forth are by 
no means academic. .. . In 1942, Bethle- 
hem Steel Company applied the 80% 
over-all limitation above referred to. If 
the operations of that company in 1944 
should show neither profit nor loss and its 
entire 1944 excess-profits credit should be 
carried back to 1942, the 80% over-all 
limitation will nevertheless be applicable 
to it in that year. Consequently if Bethle- 
hem Steel Company shall break even in 
1944 and if it shall carry back to 1942 its 
1944 excess-profits credit, it will not be en- 
titled to any claim for refund by virtue of 
such carry-back. Instead, as shown above, 
it will actually reduce its postwar refund 
for 1942.” 


LAG IN PAYMENTS 


Perhaps the most serious shortcoming 
of the carry-backs as a means of aiding 
corporations over early postwar difficulties 
is the delay in making payments under 
existing law. 

This defect in the case of carry-backs 
both of operating losses and unused ex- 
cess-profits-tax credits is illustrated as 
follows: 

1. Let it be assumed that the war were 
to come to an end at about the begin- 

ginning of 1945. 


1This amount is determined as follows: Ninety per 
cent of the excess-profits net income (that is, $10,000,000 
less $2,200,000 excess-profits credit—81,100,000 used in 
1942 and $1,100,000 not used in 1944) gives an excess- 
profits tax of $7,020,000. Add to that amount the normal 
tax, or 40% of $2,200,000, gives a total tax of $7,900,000. 
The postwar refund would be $702,000 (that is, 10% of 
$7,020,000), so that the net tax of the corporation is 
$7,198,000, But, as shown above, the tax for 1942 based on 
eres oral ise for that year was $7,244,000, so 

at the amount of the net refund as the r 
carry-backs is $46,000. pp Ga 
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2. The year 1944 will then have been a 
“war year.” The income and excess- 
profits taxes payable during the year 
1945 will be computed on 1944 oper- 
ations. 


3. Let it be further assumed that operating 
results in 1945 are not good. 


4. It will not be until 1946, when the re- 
sults of 1945 operations are at hand 
and reported in due form to the Treas- 
ury, that corporations generally will be 
in a position to report a postwar op- 
erating loss or an unused excess-profits- 
tax credit to be carried back—and 
hence, be able to make a claim for a 
carry-back refund. 


5. It may be taken for granted that 
much of the year 1946 will have passed 
into history before corporations have 
obtained any cash on their carry-back 
refund claim based on 1944 operations. 


6. It will, however, be in 1945 that the 
corporation is losing money, and in ad- 
dition, may for other reasons also be 
short of working capital. 


Suggested Remedy 


This aspect of the situation has been 
recognized by the Treasury and late in 
1943 it suggested a remedy. Randolph 
Paul, General Counsel of the Treasury, 
described this plan: 


Tax Payments Deferred 


“a. If, for any taxable year beginning 
prior to the expiration of some reasonable 
postwar period, a corporate taxpayer an- 
ticipates the realization of a net operating 
loss or the existence of an unused excess- 
profits credit which could ultimately be 
used as a carry-back against the taxable 
income of the two prior years, it may ap- 
ply for complete or partial deferment of 
the quarterly tax payments due in that 
year .. . and also of any payments of de- 
ficiencies in tax which are due. 


Limitations of Relief 

“bh. The extent of the postponement of 
these payments would be limited to the 
amount of the refunds of taxes that 
would result from the anticipated carry- 
backs. 


Statements to be Filed 

“co, A statement of the estimated 
amount of these losses or unused credits 
and of the resulting refunds would be re- 
quired to be filed with the Collector of 
Internal Revenue, together with support- 
ing data sufficient to satisfy him of, the 
reasonableness of the taxpayer’s claim. 
Generally speaking, such data would in- 
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clude a statement of profit and loss for at 
least the preceding quarter and the busi- 
ness circumstances tending to support a 


Q75 


portance in instances where the estimated 
loss or credit claimed is greater than a 
proportionate projection of the quarterly 


Table 8: Excess-profits Taxes and Postwar Refunds 
100 Largest War Contractors 
Thousands of Dollars 


Excess- Postwar 
profits Tax] Refundb 


(Net)a1943] 1943 


Company 


General Motors Corp.!..... . .| 158,286 n.d. 


Curtiss-Wright Corp......... 81,787 | 17,081 
Bethlehem Steel Corp........ 105,889 | 21,561 
Douglas Aircraft Co.?........| 30,510 | 4,415 
United Aircraft Corp.*.......| 36,937 | 3,904 


Ford Motor Co............. n.a. n.a. 


Boeing Airplane Co.?. 25,450 | 5,349 
Consl. Vultee Aircraft Corp.’. 3 64,093 | 2,500 
United States Steel Corp..... 22,500 n.d. 
(Chrysler Corps eee 10,800 1,214 
Lockheed Aircraft Corp.‘. 45,121 | 5,142 
Aviation Corpaneeae ees 6,950 807 
Glenn L. Martin Co......... 56,073 666 
Newport News Shipbuilding 

and Dry Dock Co........ 2,881 
General Electric €o5........ 166,500¢| 28,657 
Todd Shipyards Corp.®....... 2,205 
North American Aviation, Inc. 2,614 
American Tel. and Tel. Co... 


E. I. du Pont de Nemours & 


Oi eetcwreey peetopste rag oetaarisorg 66,339 e| 15,182 
Sperry; Corp. 4.5 amen 7,109 
Bendix Aviation Corp... .. 7,532 
American Car & Foundry Co.*. 4,185 
Grumman Aircraft Engineer- 

ing Co bp teereaares 2,873 
Bell Aircraft Corp®.. 2,086 
Kaiser@o:, Inco) \: maces ne = n.d 
United States Rubber Co.... n.d. 
Consolidated Steel Corp.*.... 512 
Pressed Steel Car Co.® 449 
Baldwin Locomotive Works® . n.d. 
Goodyear Tire & Rubber Co.°. n.d. 
International Harvester Co... 1,570 
SumOmtCorrcar sete once: 1,420 
ullraans nearer erin 4,839 
Republic Aviation®.......... 2,229 
American Locomotive Co....} 25,309 4,228 
Western Cartridge Co....... n.d. n.d. 
Bath Iron Works Corp....... n.d. 1,120 
Continental Motors Corp....| 19,327 | 2,323 
White Motors Co.®..........] 16,910 roe 
Electric Boat Co............ 5,238 | 1,001 
Westinghouse Electric & Mfg. 

Costaeetrs Hrs ad ent ok 64,415 | 11,166 
Diamond T Motor Car Co. . 6,336 1,060 
Moore Dry Dock Co........ n.d. n.d. 
American Woolen Co........| 24,300 n.d. 
Fairbanks Morse & Co....... 14,180 1,626 
Nash Kelvinator Corp....... 610 
Brown Shipbuilding Co...... n.d. 
Brewster Aeronautical Corp. . n.d. 
DravoiCorpreeck once sues 1,111 
Ingalls Ironworks........... n.a 


Note: The hundred companies are ranked above on the 
basis of war supply contracts placed with them from June, 
1940, through November, 1942, 

1After renegotiation. 

2Renegotiation not indicated. 

®Renegotiation proceedings have commenced. 

4After provision for renegotiation. 


projection of the loss results, or of earnings 
below the credit level, for all or the re- 
mainder of the taxable year. The latter 
information would be of particular im- 


Excess- Postwar 
Company profits Tax| Refundb 
(Net)a1943 1943 
Studebaker Corp.2......... 11,797 132 
Buck Aircraft Corp......... 10,270 1,213 
Packard Motor Car Co.!....| 18,435 2,821 
California Shipbuilding Co. . n.d. n.d. 
Willys-Overland Motor Inc.é n.d. 1,896 
Cramp Shipbuilding Co..... 1,665 268 
eo Engine & pies y 
8,276 992 
Staadned Oilof N.J......-. 25,000 na. 
Briggs Mfg. Co.!.......... 9,090 1,380 
Western Pipe & Steel Co....] 3,993 243 
Permanente Metals Corp... n.d. n.d. 
Northern Pump Co......... n.d. n.a 
Alabama D.D. & Shbldg. Co. n.d. n.d. 
‘Autocar’ Coie sere ae n.d. 851 
A. O. Smith Corp.$. 44,370 n.d. 
Jack & Heintz, Tid n.d. n.d. 
Oregon Shipbuilding Corp... n.d. n.d. 
Maguire Industries, Inc..... ae 2 
Radio Corp. of America... .. 20,203 3,531 
Hercules Powder Co........| 15,514 | 3,436 
Budd, Edward G. Mfg. Co..| 7,056 597 
Remington Rand Inc.......| 10,835 1,795 
Northrop Aircraft, Inc®....} 3,660 419 
Cessna Aircraft Co.o.......| 7,484 35 
York Safe & Lock Co....... n.d. n.d. 
Anaconda Copper Be Co.| 4,500 2,175 
Mack Trucks, Inc.. 9,675 2,006 
Tampa Shipbuilding Co. n.d. n.d, 
Hudson Motor Car Co...... Bsr n.d. 
Colt’s Patent Fire Arm Mfg. 
Uy INN me eee acer n.d 175 
B. F. Goodrich Co.°.... n.d 2,615 
Firestone Tire & Rubber. 

Coke Ares aaa ee n.a 2,296 
Electric Auto-Lite Co....... 14,157 2,266 
Republic Steel Corp........ 32,400 2,060 
Gulf Shipbuilding Corp..... n.d. na 
Missouri Shipbuilding Corp. n.d. n.d. 
Ryan Aeronautical Co......| 2,060 250 
Lake Washington Shipyards. n.a n.d. 
American Can Co........~. 2,267 399 
Lima Locomotive Works’ .. . n.a 1,227 
Crucible Steel Co. of America*} 25,309 3,805 
Pacific Car & Foundry Co...} 1,716 88 
AE OL Gs Corp inet sae: n.d. n.d. 
Singer Manufacturing Co... n.a n.d. 
Jacobs Aircraft Engine Co..| 5,400 | 1,160 
Worthington Pipe & Mach. 

Corpilimn dit. cictinc & east 17,721 843 
Manitowac Shipbuilding Co. n.d. n.d. 
Kelsey Hayes Wheel Co.... n.d. 700 
Caterpillar Tractor Co.’.... n.d n.d. 
McQuay Norris Mfg.’.. 1,868 353 


5After voluntary price ace 

6Subject to renegotiation. 

aPostwar refund and debt retirement credits have been 
deducted from gross excess-profits tax liability. 

bAs accrued on the balance sheet at the end of the com- 
pany’s 1943 fiscal year. 

eEstimated. 


results would indicate. Evidence of fall- 
ing earnings or of anticipated reconver- 
sion costs, inventory losses, dismissal wage 
payments, contract terminations and simi- 
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October, 1944 


lar items would be pertinent in this con- 
nection. 


Protection of Revenue 


“d. Partial protection should be given 
to the revenue by permitting acceleration 
of the collection of deferred payments, or 
other protective measures, where subse- 
quent circumstances indicate the ultimate 
collection of tax to be in jeopardy. 


Final Settlement 


“e. When the taxable year from which 
a carry-back is anticipated is completed, 
the usual return will be filed and a pre- 
cise computation of the refunds to be 
claimed can then be made. The amount of 
the deferred payments would first be offset 
against the claimed amount of refunds. 
Any excess of deferred payments would 
be collected with interest. On the other 
hand, it is proposed that payment of any 
balance of refunds due [to the taxpayer] 
would be accelerated. 

“The procedure for acceleration would, 
it is believed, involve making by the 
Commissioner of a tentative determina- 
tion of the amount due. This would be 
credited or refunded within the shortest 
possible time, probably in from sixty to 
ninety days. Thereafter, the final deter- 
mination of claims for refund would pro- 
ceed in ordinary course; on ultimate re- 
adjustment the taxpayer would repay any 
erroneous refunds or the government 
would pay any balance of refunds remain- 
ing unpaid.” 


TEN PER CENT REFUND DELAY 


The 10% refund is also not wholly free 
of delay. A summary of this provision is 
given in the next column. Ten percent of 
excess profits paid is, apart from “credit” 
taken in the form of reduction of debt, re- 
turned to the taxpayer in the form of 
Treasury obligations bearing no interest, 
and becoming negotiable only upon the 
end of the war. Within three months (ex- 
cept as to the earlier returns) of the time 
of payment of excess-profits taxes, the 
Treasury is required to issue and deliver 
to the taxpayer bonds of the sort and in 
the amount indicated. Excess-profits 
taxes are normally paid throughout the 
year following their accrual. A further 
period of three months may, and probably 
will, elapse before bonds are issued. An 


1Statement of Randolph E. Paul, General Counsel of the 
Treasury, before the Subcommittee on War Contract Ter- 
mination of the Senate Committee on Military Affairs on 
Termination of War Contracts, October 27, 1943 (mimeo- 


graph), p. 5. 
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Postwar Refunds 


Ten per cent of the excess-profits tax paid 
by a corporation is credited for postwar re- 
fund. This credit is computed on the 
amount of excess-profits tax paid for each 
taxable year ending after December 31, 
1941 (except when the taxable year begins 
in 1941 and ends before July 1, 1942) and 
not beginning after the end of the war. 

United States bonds equivalent to the 
refund value are issued to the corporation 
within three months after payment of the 
excess-profits tax for a taxable year. These 
bonds bear no wartime interest, and are 
non-negotiable and nontransferable. At 
the end of hostilities, the bonds will become 
negotiable, transferable, and, upon three 
months’ notice, redeemable at government 
option. 

The bonds mature after the war on the 
last day of the calendar year as follows: 


Bonds purchased with Calendar year (beginning af- 


the credit for any tax- ter end of hostilities) on last 
able year beginning day of which bonds mature 
In calendar year 1941 or 1942 

In calendar year 1943 

In calendar year 1944 

After December 31, 1944 


The amount of postwar refund credit is 
not to be greater than the excess of the 
amount of tax paid over the amount of tax 
which would be payable if the excess-profits 
tax rate was 85.5% in 1944 and 81% in 
both 1942 and 1943. If the 80% limitation 
on total normal tax, surtax and excess- 
profits tax of Section 710 is applicable, the 
postwar refund credit is 10% of the reduced 
excess-profits tax. 

All or part of the postwar refund may be 
currently used if desired. An amount equal 
to 40% of the indebtedness during a taxable 
year may be applied against the excess-prof- 
its tax; this credit is allowable only for the 
taxable years ending after September 1, 1942. 
Credit used for debt retirement is deducted 
from the postwar refund. The amount of 
credit is limited to the lesser of the following 
amounts: (1) an amount equal to the post- 
war refund, or (2) in the case of a taxable 
year begun in the period January-Septem- 
ber 2, 1942, an amount equal to 40% of the 
excess of indebtedness as of September 1, 
1942, over the indebtedness at the close of 
the taxable year; for a taxable year be- 
ginning after September 1, 1942, an amount 
equal to 40% of the excess of the smallest 
indebtedness in the period from September 
1, 1942, to the end of the preceding taxable 
year over the indebtedness as of the close 
of the taxable year. 


interval of twelve to fifteen months would 
therefore normally occur after the end of 
the war before corporations would be in a 
position to obtain cash on their refunds 
growing out of excess-profits taxes levied 
on their last year of war profits. 

Two modifying factors require consider- 
ation. One is the fact that the amounts 
due under this refund—and the face 
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amount of the bonds held by corporations 
—cumulate. Even if the refunds to be 
made of excess-profits taxes paid on the 
last year of war profits are delayed, the 
corporations will have the bonds issued 
against excess-profits taxes paid in earlier 
years. The total of such bonds issued or 
ultimately to be issued on excess-profits 
tax payments through the calendar year 
1944 have been estimated by the Treasury 
at $1.3 billion." Thus, without taking into 
consideration taxes growing out of the op- 
erations of the taxable year 1944 (paid 
normally in 1945), corporations on or be- 
fore March 15, 1945, will have in their 
possession bonds in the amount of $1.3 
billion. 

The second modifying factor is the way 
in which the carry-backs would affect the 
10% refund assuming the Treasury plan 
of expediting settlement were put into 
effect. The carry-back of either unused 
EPT credit or of operating loss reduces 
the excess-profits taxes during the year to 
which they are carried back, and hence the 
amount of the refund. These changes 
would apply to the very years in which 
the accumulated 10% refund bonds had 
been issued. Thus the process of expedit- 
ing the availability of the carry-back re- 
funds tends to reduce the amounts of the 
10% refunds available to corporations im- 
mediately following the war. 

The importance of the postwar refund 
to the group that has received the bulk of 
war contracts is shown in Table 8. Of the 
hundred largest holders of war supply 
contracts awarded from June, 1940, 
through November, 1942, sixty-eight for 
which data are available had due them 
$217 million, at the end of 1943, in the 
form of a postwar refund of excess-profits 
taxes. 

The speed with which these companies 
receive their postwar refund is a matter 
of crucial importance. At the cessation of 
the war, a sudden withdrawal of war con- 
tracts may find many corporations in need 
of cash for the settlement of current lia- 
bilities. Prompt realization of postwar 
refunds will be of great aid to hard-pressed 
corporations. 


M. R. GAINsBRUGH 
FRANK GASTALDO 
Freperick W. JONES 
Assisted by 
GertRUDE DreutTscH 


1Treasury Bulletin, May, 1944. ; : 

2See Charles C. Abbott, “Business Finances during the 
Critical Transition from War to Peace,” Division of Re- 
search, Harvard Graduate School of Business Adminis- 
tration. 
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Business Book Shelf 


China Enters the Machine Age. By Kuo- 
Heng Shih. Harvard University Press. $2.50. 
The problems involved in recruiting, 

training and keeping factory labor in the 

essentially agricultural society of interior 

China are discussed in this study of the 

actual conditions that were found to pre- 

vail in a government factory near Kun- 
ming. The volume emphasizes the non- 
economic factors in labor recruiting. 

In a society based on wholly different 
concepts and values from those of an in- 
dustrial society, “the so-called incentives 
of high wages, free movies, and modern 
accommodations are not in themselves 
strong enough to move the mass of the 
population [to leave its rural life, how- 
ever poor, for factory jobs] unless accom- 
panied by loss or dislocation of their orig- 
inal occupation.” The Chinese peasants 
“either return home or just remain un- 
settled. It has been already said that if 
the lack of adjustment is no more than a 
matter of personal habit, time will be the 
remedy. For instance, if lack of punc- 
tuality were due only to ignorance of the 
new system of ‘timing’ or to unfamiliarity 
with group responses to signals—if this 


Cigarette Shortage 


Huge requirements of the Armed Forces 
abroad, shortages of containers, and gov- 
ernment purchases of tobacco for lend- 
lease have brought about a shortage of 
cigarettes for civilians. It is expected 


Cigarette Consumption! 
Source: Bureau of Internal Revenue 


In Millions 
1944 1943 
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Bebriary es. ieee aa 17,425 17,678 
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Mayienedtuad ast. bcd.iee 21,065 | 18,476 
SUD ES ee eee 21,166 20,894 
SUly each er eee 20,278 22,878 
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that tax-free shipments to the Armed 
Forces will approximate 70 billion cigar- 
ettes in 1944, against about 35 billion in 
1943, Over-all sales for the full year 
should exceed the 1943 estimated volume 
of 293 billion. The Bureau of Agricultural 
Economics predicts that the shortage will 
continue throughout the fall and winter, 
but should not grow any worse than it is 
now. 


were all, a few lessons and a period of 
practice would change their habits. This 
we have seen in schools, in barracks, or 
in air raids. But the resistance to the 
new type of life lies deeper. It is, if I 
may venture to simplify the problem, that 
they actively dislike what we offer them.” 

If China is to be industrialized after the 
defeat of Japan, it would appear, on the 
basis of this study, that something more 
than the usual incentives will be needed 
if an adequate supply of factory labor is 
to be attracted from the farms. W. W. C. 


Public and Private Government. By 
Charles E. Merriam. New Haven: Yale Univer- 
sity Press. $1.75. Published for the University 
of Indtana. 

The author asserts the universality of 
government—in all private organizational 
activities as well as within political units. 
“Nonpolitical groups,” he says, “have their 
own sanctions or penalties. The state can 
throw a man into prison. But an employer 
can take away his job. As the state can 
deprive a man of his life, the church can 
threaten his happiness for the future and 
make him extremely uneasy and unhappy 
while he lives. The state may tax, but 
the monopoly may raise prices and lower 
standards.” 

The book is a study of the philosophy of 
government as the author sees it applied 
to democracy in a changing world. He 
declares that “In an era of incredibly 
rapid change the world is groping toward 
more adequate ways of organizing the new 
forces let loose upon us—for our good if 
we can utilize them, for our harm if we 
fail to use these wild dynamic elements 
our intelligence has released. Hitherto 
undreamed-of speed of communication and 
transportation, unimagined richness of 
productivity, unparalleled mass activities 
alike in government and industry, new 
knowledge of personal and social processes 
—these are developments still racing for- 
ward with unabating speed, alongside a 
rising sense of human dignity and justice.” 


P. W. E. 


Proceedings, the Institute of Transporta- 
tion, 1944. New York: New York Univer- 
sity in cooperation with the Transportation 
Association of America, $2.50. 

This volume of speeches and discus- 
sions of the third forum of the School of 
Law of New York University gives an ex- 
cellent cross-view of the problems con- 
fronting the nation’s transportation sys- 


tem and the solutions suggested for them. 
The many phases of transportation cov- 
ered as well as the many analyses of past 
problems and ideas for the future do not 
readily lend themselves to any one con- 


clusion, nor is one attempted in this vol- 
ume. 

Discussions in the forum ranged from 
government ownership of railroads to 
recommendations for private integration of 
all transportation systems and to the case 
of free competition under regulation. 


ToAs Ee 


The Chemistry and Technology of Food 
and Food Processes. Edited by Morris B. 
Jacobs. Vol. I. New York: Interscience Pub- 
lishers, Inc. $10.50. (2 Vols. $19.00) 


This two-volume work, of which only 
the first volume has been released, com- 
prises an authoritative survey of food 
chemistry and technology by forty-one 
food technologists, chemists, public health 
officers, and entomologists. The editor 
is senior chemist of the Department of 
Health of New York City. 

The volume is primarily concerned with 
the chemistry fundamental to all foods 
and with the technology of certain food 
groups. The text is liberally supplied with 
tables, diagrams, and illustrations and a 
useful bibliography is attached to each 
chapter. 

Volume II will deal with the various 
types of processing operations and sani- 
tary control, as well as with the technology 
of other food groups. It is scheduled for 
publication in November, 1944. A. S. 


Business in Print 


Cartels—Challenge to a Free World. By 
Wendell Berge. Washington: Public Affairs 
Press. $3.25. 

A polemic rather than an analysis, this volume 

is composed largely of addresses by the author 

and of testimony presented by him before the 

Kilgore Committee on cartel practices in a num- 

ber of fields. Its value is primarily in its presen- 

tation of the philosophy and current position of 
the anti-trust division of the Department of 

Justice as to monopolistic and similar restrictions 

in the international field. WW-C: 


“Inquest on Coal,” The Economist, July 15. 
England’s coal industry was just beginning to 
recover in 1939. With the war absorbing men 
into the armed forces, coal output began to 
taper off and has continued downward during 
the past four years, according to the White 
Paper on Coal Statistics, recently prepared 
by the British Ministry of Fuel and Power. 
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In this publication, the Ministry lifts the sta- 
tistical black-out maintained during the past 
four years over this vital phase of British eco- 
nomic life. “Inquest on CoaF’ is a digest of the 
official report. W.B.H. 


“Some Problems of Selling Air Travel,” by John 
H. Frederick, The Journal of Marketing, Octo- 
ber. Commercial air lines in the United States 
carried more than 4 million passengers in 1941, 
in contrast with fewer than 5,800 in 1926. 
Despite this impressive gain, only 350,000 per- 
sons, or .26% of the total population, exten- 
sively use air-line travel facilities. In pioneer- 
ing days air-line executives were interested 
primarily in building up air transport equip- 
ment manufacturing organizations. After 


BUSINESS RECORD 


1935 air-line management began to place more 
stress on selling air travel. This was done by 
overcoming mass resistance attributable to 
fear and cost complexes. The progress air- 
lines have made in overcoming these natural 
resistances is demonstrated in a series of in- 
teresting tables. W.B.H. 


“Films Follow the Flag,” The Economist, May 27. 
German film industry during the war produces 
fewer but longer pictures and newsreels which 
are widely distributed. 


“Order in Oil,” by Herbert Feis, Foreign Affairs, 
July.. The tempest stirred up by the Far East 
pipe-line project appears to be subsiding, ac- 
cording to this authority on Middle Eastern 
affairs. 
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“A ‘Just Gauge’ for Executive Compensation,” 
by John C. Baker, Harvard Business Review, 
Autumn Number, Part one, 1943. A review 
of the basis of a court decision that executive 
compensation in a specific case was excessive. 


“Gas Turbine: New Prime Mover,” Fortune, 
June. Points out the evolution in motive 
power and the potentialities in jet propul- 
sion. 


“New and Discontinued Businesses, 1940-43,” 
Survey of Current Business, July. Vital statis- 
tics of the business population are presented 
in detail, by industry groups and size of firms, 
as background for a forthcoming series to be 
released by the Department of Commerce. 


Prepared by 


THE CONFERENCE BOARD 
DIVISION OF BUSINESS PRACTICES 


CiypE L. Rogers, Director 


Frank L. Bana Tuomas A. FitzGERALD 

WintHrop W. CasE AmBROSE E. RoEDER 

Pau. W. ELLis Heten A. WINSELMAN 
and the 


DIVISION OF BUSINESS STATISTICS 


Martin R. Gatnssruau, Director 


GERTRUDE DEuTSCH FRANK GASsTALDO 
Caryt R. FELDMAN Wituiam B. Harper 
Me vin J. Fox FREDERICK W. JONES 
Frances H. Frazer Wituiam J. NOLLE 


FOUNDED 1916 


Published for the special information of Associates of the 
NATIONAL INDUSTRIAL CONFERENCE Boarp, Inc. 
247 Park Avenue, New York 17, N. Y. 


The Fact Tool Maker for Free America 


PRINTED IN U.S. A. 


